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The Paris climate agreement defines a goal of keeping a global temperature rise well below 2°C above pre-industrial levels and to 
pursue efforts to limit temperature increase to 1.5°C. The Agreement guides United Nations’ Parties towards a low-carbon economy, 
but reaching this global goal requires that a great amount of current coal and other fossil fuel reserves need to be left in the ground, 
stranded. This has left investors and other stakeholders pondering whether their carbon-intensive investments could be at risk. 
Climate risk management has been taken along in investors’ decision making by incorporating knowledge about climate-related 
topics to gain benefits and to reduce losses.  
This thesis is based on concepts of corporate social responsibility (CSR) and how institutional investors are working with companies 
to help deliver the Paris Agreement and accelerate the low-carbon transition. Pension funds form one of the biggest institutional 
investor groups, and in this thesis I study whether, and how, the five biggest pension funds by assets under management in Finland 
address climate change and have begun shifting their investments from fossil fuel-based companies to companies advancing the 
use of renewables or clean technology, or to companies that are in other ways significantly less carbon intensive. The five 
organisations were selected for this study based on geographical location, earlier studies and rankings, data availability and size of 
assets under management.  
This thesis adopts an exploratory multiple case study approach. The study is based on qualitative data gathered from Finnish 
pension investors’ sustainability and corporate social responsibility reports, climate agendas, and other releases regarding 
responsible investing, as well as information gained from face-to-face interviews with the pension investors’ responsible investment 
representatives. The main purpose is to provide a broad understanding on how the pension investors accelerate the low-carbon 
transition and on the ways climate change is addressed in the sector rather than rank individual pension investors. 
I find that Finnish pension investors have acknowledged the importance of slowing down climate change and the need to measure, 
report and reduce carbon footprints. All the pension investors examined in this thesis carry out a climate risk assessment that is 
integrated in the investment process and calculate the carbon footprint of their direct listed equity investments. This answers to the 
first part of the research question whether the pension investors address climate change and have begun shifting their investments, 
and the answer is that yes, they do and have. From there on differences occur on how and to what extent they do that. 
Above all, climate change is addressed through both risk management and responsibility perspectives, and it is practiced through 
shareholders’ three traditional choices that are loyalty, exit and voice. Whereas some of the examined investors have policies 
regarding exclusion of carbon intensive companies, all the interviewed investors highlighted the importance of active ownership, the 
voice. The field is yet a developing one and best practices are still debated. Comparability and consistency are generally demanded 
for more comprehensive disclosure and better risk assessment. The results of this thesis add value to the discussion of best 
practices, however, there is a need for further research about the actual impacts of shareholder activism in regards of mitigating 
climate change. Also, as reporting and disclosure improve, there could be more possibilities for quantitative research regarding 
pension investors shifting their investments from fossil fuel-based companies to companies advancing the use of renewables or 
clean technology, or to companies that are in other ways significantly less carbon intensive. 
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The Paris climate agreement defines a goal of keeping a global temperature rise well 
below 2°C above pre-industrial levels and to pursue efforts to limit temperature increase 
to 1.5°C (UNFCCC, 2015). The Agreement guides United Nations’ Parties towards a 
low-carbon economy, but reaching this global goal requires that a great amount of current 
coal and other fossil fuel reserves need to be left in the ground, stranded. This has left 
investors and other stakeholders pondering whether their carbon-intensive investments 
could be at risk (WRI & UNEP-FI, 2015). One by one investors and funds have cut 
investments in fossil fuels and other environmentally harmful businesses and increased 
their investments in clean energy and technology (Arabella Advisors, 2018). This 
phenomenon is called the divestment movement and it is based on investors’ action to 
respond to risks caused by climate change. 
 
Climate change poses an external risk to investments. Climate risks can be either physical, 
such as material damage, or non-physical, such as policy, market and technology changes. 
The non-physical risks associated with the fossil fuel usage have also been referred to as 
transition risks, as carbon risks or as carbon asset risks, and they include expectations of 
possibly increasing costs due to new climate change related legislation, decreasing 
revenue and need for reforming current business models. Quickly changing market 
opinions about the impacts of climate risks can also alter the value of investments. (WRI 
& UNEP-FI, 2015; Foerster et al., 2017). Climate risk management has been taken along 
in investors’ decision making by incorporating knowledge about climate-related topics to 
gain benefits and to reduce losses (Travis & Bates, 2014).  
 
The World Resource Institute (WRI) together with the United Nations Environment 
Programme’s Finance Initiative (UNEP-FI) launched a carbon asset risk discussion 
framework in 2015. The framework focuses on non-physical risks associated with carbon 
and climate change and it has been influenced by the idea that a significant quantity of 
the world’s fossil fuel resources will need to remain in the ground. The framework’s 
objective is to help financial intermediaries and investors more systematically to identify, 





sectors and companies, considers financial risk in the capital stack and evaluates the 
financial impacts. The framework highlights the presence of uncertainty about the future 
direction of public policies on energy and climate change. It also suggests that the 
financial sector could play a role in reducing the uncertainty through engagement in 
public policy arenas. 
 
Investors are demanding greater transparency and carbon disclosure in order to make 
rational investment decisions. Low-carbon transition is recognised as a way to reduce 
climate-related financial risk and maximise low-carbon investment opportunities (WWF, 
2017a). Different organisations provide tools for carbon footprint calculations to disclose 
investments’ carbon intensiveness and riskiness but reporting of companies’ carbon 
intensiveness is not yet globally mandatory. France was the first country to introduce 
mandatory carbon reporting for investors with its Energy Transition for Green Growth 
Law, known as the Article 173 (PRI, 2016). Great expectations have also been put to the 
Task Force on Climate-related Financial Disclosures (TCFD) that has presented voluntary 
guidance and recommendations for disclosing clear, comparable and consistent 
information about the risks and opportunities presented by climate change (TCFD, 2017; 
PwC, 2017). 
 
Institutional investors are also linked to corporate social responsibility (CSR) and socially 
responsible investments (SRI), which are widely analysed in Western countries (OECD, 
2017; Eurosif, 2018; PRI, 2018). Roughly, CSR means that companies take responsibility 
for their impact on society. These impacts are usually put together as ESG impacts 
(environmental, social and governmental) and SRI includes ESG factors in investment 
practices by encouraging sustainable corporate behaviour or by avoiding business that 
involve, for example, in tobacco, alcohol, gambling, weapons or adult entertainment 
industries.  
 
This thesis is based on concepts of corporate social responsibility (CSR) and how 
institutional investors are working with companies to help deliver the Paris Agreement 
and accelerate the low-carbon transition. The global investor community has been 
challenged to work towards achieving the Paris Agreement goals as UN officials say that 
“Greater ambition to divest from fossil fuel investments and consistent climate action is 





economy and a climate-resilient future” (UNFCCC, 2018). Pension funds form one of the 
biggest institutional investor groups, and their assets under management amount globally 
to tens of trillions of dollars (Çelik & Isaksson, 2013, 9; Willis Towers Watson, 2018). 
Institutional ownership of publicly listed companies has increased during the last decades 
(Blume & Keim, 2012, 4; Çelik & Isaksson, 2013, 5), and with ownership comes power 
and abilities to influence through corporate governance functions. In Finland, pension 
assets were worth over 200 billion euros at the end of the third quarter of 2018, setting a 
new record. These assets cover 90 % of Finland’s GDP and form a strong pension sector 
that have been said to enable Finland’s high credit rating (Byman, 2016; ETK, 2018a, 
S&P Global Ratings, 2018; Fitch Ratings; 2018).  
 
In this thesis I will study whether, and how, the five biggest pension funds by assets under 
management in Finland address climate change and have begun shifting their investments 
from fossil fuel-based companies to companies advancing the use of renewables or clean 
technology, or to companies that are in other ways significantly less carbon intensive. 
The five organisations were selected for this study based on geographical location, earlier 
studies, rankings, data availability and size of assets under management. Also, the 
selected organisations present both private and public actors, which creates an additional 
dimension to this study. The study will be limited to direct listed equity investments only. 
I will use qualitative data gathered from pension investors’ sustainability and CSR 
reports, climate agendas, and other releases regarding responsible investing, as well as 
information gained from face-to-face interviews with the pension investors’ responsible 
investment representatives. The main purpose is to provide a broad understanding on how 
the pension investors accelerate the low-carbon transition and on the ways climate change 
is addressed in the sector rather than rank individual pension investors.  
 
There is previous research on pension investors’ performance regarding climate-related 
issues. WWF has studied how the investment portfolios of the largest European asset 
owners are aligned with the Paris climate goals, and in 2017 Finland’s five biggest 
pension funds were all aligned with the IEA 2°C benchmark for 2020 for coal mining, 
coal power and renewable power (WWF, 2017a). However, the research did not include 
results, for instance, for the oil and gas sectors, and the IEA 2°C benchmark doesn’t fully 
equate to the Paris Agreement alignment as it is not a well below 2°C or a 1.5°C 





benchmark was applied (WWF, 2018). One of the challenges in both of the WWF studies 
was a lack of disclosure. Finland’s pension companies were one of the few to make their 
public equity holdings public (WWF, 2017b), which gives trust to transparency and 
prerequisites for this thesis as well.  
 
The Asset Owners Disclosure Project (AODP) rates the world’s largest investors on 
climate-risk management and its Global Climate Indices include pension funds, sovereign 
wealth funds, insurance companies, foundations and endowments. In Global Climate 500 
Index in 2017, two Finnish pension investors, Ilmarinen (9th) and Elo (10th), laid in the 
top AAA rating. This showed significant improvement from the previous year as in 2016 
Ilmarinen ranked on 214th and Elo 69th. On country level Finland did well too, ranking on 
the 4th place with an average of BB rating, while Sweden topped the ranking with a BBB 
average rating. According to AODP’s Global Climate Index 2018, which covers the 
world’s 100 largest global pension funds, 69 % of the 100 funds show at least some 
evidence and disclosure of considering financial implications of climate change in their 
investments (AODP, 2018a). 
 
Many studies have been conducted on stranded asset risk and carbon bubble risk since 
the divestment campaigns launched in the early 2010s. These risks refer to the need of 
fossil fuels left in the ground and the suggested over-valuation of fossil fuels’ price. 
Institutional investors’ shareholder activism arose already in the late 1980s (Gillan & 
Starks, 2000), and many pension funds have joined the divestment movement. In this 
thesis, the examined time span will be from 2015 to 2017, due to available data since the 
divestment movement’s expansion.  
 
The field is still a developing one and best practises are often debated. The results of this 
thesis provide a review of common stances and practises of the Finnish pension investors 
and the review can be applied in the discussion of best practices, however, there is still a 
need for further research about the methods and their effectiveness.  
 
In the next chapter I will set out the frame of reference for this thesis. I will present the 
case behind low-carbon transition and carbon neutrality, as well as review the theory 
behind corporate social responsibility. In addition, I will consider pension investors', 






In the third chapter I will briefly go through the regulation of pension investors in Finland, 
introduce the five biggest Finnish pension investors, and provide an overview to the 
responsible investment network. I will then introduce the research methods in the fourth 
chapter, and in the fifth chapter I will conduct the qualitative analysis itself. In chapter 
six I will synthesise and discuss the results of the analysis, and finally, in chapter seven I 





2 Frame of Reference 
 
 
This thesis is based on concepts of corporate social responsibility (CSR) and how 
institutional investors are working with companies to help deliver the Paris Agreement 
and accelerate the low-carbon transition. In this section, I will first present the low-carbon 
transition and carbon neutrality, as they work as means and targets in climate change 
mitigation. I will also review the theory behind CSR. Lastly, I will consider pension 
funds’ special characteristics as institutional investors, and their role in terms of influence. 
 
 
2.1 Low-carbon transition and carbon neutrality 
 
There is no global standard for carbon neutrality (Murray & Dey, 2009; Ernst & Young, 
2012), but in general, carbon neutrality means net zero carbon footprint, to only produce 
so much carbon emissions that can be bound back in the ground. Main methods to achieve 
carbon neutrality are improvements in energy efficiency and investments to decrease 
emissions. Because emission free business is hardly viable, carbon offsets can be made 
as a supplementary way to reduce greenhouse gas (GHG) emissions by compensating 







The need for carbon neutrality stems from a carbon budget. According to the World 
Resource Institute (WRI, 2018), carbon budget is “the amount of carbon dioxide 
emissions we can emit while still having a likely chance of limiting global temperature 
rise to 2 degrees Celsius above pre-industrial levels”. Even the 2°C temperature rise has 
been considered too dangerous level of climate change, especially for island states, which 
has led to the introduction of the 1.5°C target (Climate Home News, 2015). The Special 
Report on 1.5°C published by the Intergovernmental Panel on Climate Change (IPCC) in 
October 2018 states that limiting the global warming to 1.5°C would require rapid, far-
reaching and unprecedented changes in all aspects of society (IPCC, 2018). The ambitious 
1.5°C target decreases the carbon budget to 40 per cent of the 2°C target. In 2011 the 
carbon budget for the 1.5°C target was estimated to be 400 GtCO2 (IEA, 2016), however, 
our current emissions are nearly 40 GtCO2 per year (Copenhagen Economics, 2017). This 
equation is highly infeasible without prompt transition to low-carbon economy, or carbon 
neutral economy. A recent study implies that even though carbon budget scenarios seem 
hopeless with emission reduction targets impossible to achieve, the global community 
might actually have more time to adjust to changing circumstances (Millar et. al, 2017, p. 
741). This study is, however, highly debatable, yet it demonstrates that researchers seem 
to disagree with one another on the projections regarding climate change and its timelines. 
 
Many communities aim to achieve carbon neutrality at a given time, but many consider 
2050 as the final deadline. The Carbon Neutrality Coalition (CNC), announced at the One 
Planet Summit in 2017, aims to increase the awareness and relevance of carbon neutrality, 
aligned with the Paris Agreement through Article 4: “-- to achieve a balance between 
anthropogenic emissions by sources and removals by sinks of greenhouse gases in the 
second half of this century --”. To date, the Coalition has 19 member countries and 32 
member cities, that aim to achieve carbon neutrality by 2050 (CNC, 2019).  
 
Finland, one of the Coalition’s member countries, follows the target too, even though 
stricter schedules have been suggested that Finland could be carbon neutral already by 
2045 (Yle, 2017; Ministry of Economic Affairs and Employment, 2014). Norway, also a 
member of the Coalition and one of the most ambitious countries within carbon neutrality, 
pledges to become carbon neutral already by 2030. Iceland capital, Reykjavik, has set its 





Bhutan has had the policy for being carbon neutral in place since 2009, and it achieves 
the status through its hydro power and forest cover (Yangka & Newman, 2018).  
 
Many companies have also put carbon neutrality in their business and sustainability 
strategies. Addressing climate change or taking other environmental issues into account 
are only one of the incentives to go carbon neutral. Other reasons can be, for instance, 
business profit, civil responsibility, leadership or a feel of guilt (Global Carbon Project, 
2007). Some do it to manage risks associated with energy or their ability to remain in the 
market, some do it to differentiate their corporate brand, to generate new demand or to 
drive cost efficiency (Ernst & Young, 2012).  
 
The risks and opportunities of climate change affect investors through their investees, and 
therefore many investors have started calculating their portfolios’ carbon footprints. To 
be able to continue executing their primary purpose, committing capital with the 
expectation of financial returns, some investors have begun including climate risk 
assessments into their portfolios’ risk management. According to Carbon Tracker 
Initiative (2017), “stranded assets are now generally accepted to be fossil fuel supply and 
generation resources which, at some time prior to the end of their economic life --, are no 
longer able to earn an economic return --, as a result of changes associated with the 
transition to a low-carbon economy”.  
 
The pressure for transition to low-carbon economy stems from the carbon budget, which 
can create stranded assets. Therefore, investors need both clear signals from the policy 
makers, as well as climate-related disclosure from the companies. 
 
 
2.2 Corporate social responsibility 
 
There have been numerous efforts to define corporate social responsibility (CSR) in a 
clear and unbiased manner. Different CSR definitions apply different phrases, but they 
consistently refer to five dimensions, that are environmental, social, economic, 
stakeholder and voluntariness dimensions. (Dahslrud, 2006). The Commission of the 
European Communities defined CSR in 2001 “as a concept whereby companies integrate 





with their stakeholders on a voluntary basis”. This covers all the five dimensions and it 
has been one of the most frequently used CSR definitions (Dahslrud, 2006). 
 
The term CSR can be used as an umbrella term for various overlapping and synonymous 
terms, such as corporate citizenship, business in society, sustainability, business ethics, 
and stakeholder thinking (Palazzo & Scherer, 2008; Matten & Moon, 2008). Regarding 
this thesis, the stakeholder thinking becomes very crucial. Stakeholders are described as 
“groups to whom the corporation is responsible” (Alkhafaji, 1989, as cited by Mitchell et 
al., 1997). Stakeholders have also been generally defined as “any group or individual who 
is affected by or can affect the achievement of an organisation’s objectives” (Freeman, 
1984). Mitchell et al. (1997) contribute to a theory of stakeholder salience, that aims to 
answer to questions who the relevant stakeholders are and which of their interests are 
most important. They divide stakeholders into classes based upon their possession of 










Power in this context means that a party can impose its will in the relationship based on 
physical, material, financial or symbolic resources. Mitchell et al. (1997) note that power 
is transitory, meaning that it can be acquired and lost. Legitimacy is defined as “a 
generalised perception or assumption that the actions of an entity are desirable, proper, or 
appropriate within some socially constructed system of norms, values, beliefs, and 
definitions”. Urgency in turn is based on time sensitivity and criticality, meaning that 
there are some occasions when managerial delay in attending to a stakeholder’s claim is 
unacceptable, while the claim has importance to the stakeholder. 
 
Mitchell et al. (1997) argue that ownership is one example why a stakeholder would view 
its relationship with the firm as critical and therefore urgent, if the stakeholder’s 
possession of firm-specific assets cannot be used in a different way without loss of value 
and being very costly for the stakeholder to exit the relationship. Other examples are 
sentiment, expectation and exposure. Exposure for example means the importance the 
stakeholder attaches to that which is at risk in the relationship with the firm.  
 
A definitive stakeholder possesses all three attributes, power, legitimacy, and urgency, 
and because of that, managers of the firm give priority to its claims over competing 
stakeholder claims. To put the CSR and stakeholder salience theory in the context of this 
thesis, I can begin with stating that pension investors, as well as their beneficiaries, are 
stakeholders of the companies the pension investors invest in. Investors are generally 
dominant stakeholders (Mitchell et al., 1997), meaning that they have both power (due to 
their financial resources) and legitimacy (due to their shareholder rights). When it comes 
to urgency and pension investors, climate change can be seen as the time sensitive issue, 
and risks related to it as critical for the investors. The pension investors claim could be, 
for instance, to increase carbon disclosure. Based on these reasonings, it can be argued 
that pension investors may be definitive stakeholders. 
 
A CSR report (sometimes called a sustainability report) is a report published by a 
company or organisation about its operations’ economic, environmental and social 
impacts that are commonly referred to as the triple bottom line. CSR and sustainability 
reports are one way to provide information to stakeholders, and to investors in particular 
who demand corporate disclosure of environmental, social and governmental (ESG) risks. 





model of the company and demonstrates how its strategy is aligned with its commitments 
to a sustainable global economy. CSR reporting increases transparency regarding risks 
and opportunities and investors can use this information to make better investment 
decisions. (GRI, n.a.). Investors are now demanding greater transparency and carbon 
disclosure in order to make rational investment decisions in the face of climate change. 
 
In Finland, an Accounting Act amendment based on an EU directive requires certain 
companies to report on their CSR performance. These companies are public-interest 
entities and large undertakings that employ over 500 people and have a turnover greater 
than 40 million euros or a balance sheet total greater than 20 million euros. Companies 
are obligated to report on specific subjects, but the form of reporting is flexible. (TEM, 
2018). Therefore, different companies may report differently, for instance, on their 
environmental and climate matters. 
 
Some pension investors too report on their own CSR performance. According to AODP’s 
Global Climate Index 2018, which covers the world’s 100 largest global pension funds, 
69 % of the funds show at least some evidence and disclosure of considering financial 
implications of climate change in their investments. 
 
 
2.3 Pension investors as institutional investors 
 
Pension funds are one of the biggest asset owner groups in the world. In 2017, assets 
managed in institutional pension funds across 22 major retirement markets amounted 
$41.3 trillion (Financial Times, 2018). Along with pension funds, institutional investors 
include, for instance, insurance companies, sovereign wealth funds, savings institutions, 
endowments and foundations.  
 
Pension fund’s primary task is to provide pension income security for its members. In 
Finland, some of the pension contributions are funded for the future and this partial 
funding aims to reduce future contributions. The circulation of earnings-related pension 
assets in Finland is pictured in Figure 2. Pension investors’ assets must be invested in a 





differing risks and geographical locations. The main purpose is to gain the best possible 




Figure 2 Circulation of earnings-related pension assets in the private and public sectors in Finland in 
2017, EUR billion. (Tela, 2018a). 
 
Regarding this thesis and Finland’s pension system, the five examined pension investors 
are not fully under the same terminological category, due to reasons better explained in 
the next chapter. In this thesis a general term of pension fund has been used to indicate 
the assets under management and a term of pension investor to indicate the actor. Three 
of the examined pension investors are mutual pension insurance companies, but they have 
often categorised themselves under the category of pension fund in international contexts, 
as their purpose is more related to pension funds than of insurance companies (Ilmarinen 
interview, 2018). Nonetheless, they are all part of the Finnish earnings-related pension 
system and they invest pension assets. 
 
In Finland, the weakening dependency ratio raises concern for increasing spending on 
pensions along with increased spending on health care (European Central Bank, 2018). 
The demographic dependency ratio denotes the number of persons aged 15 or under and 
65 or over per 100 working age persons, and the economic dependency ratio denotes the 
number of employed persons to unemployed persons and persons in the inactive 
population, such as students and pensioners. During the past decades the economic 





ratio will rise in the future decades due to a decrease in birth rate (Official Statistics of 
Finland, 2018). A pension explosion and care burden are also often associated to retiring 
baby boomers that were born after the wars, the peak in the birth rate taking place in 1945 
(Karisto, 2007). Investment returns thus play an important role securing the pension 
benefits and their financing in the long-term. Responsibility for pensions over decades, 
the size of assets, and long-term investments make a pension investor a special kind of 
institutional investor. 
 
Shareholder activism has become a dynamic institutional force over the last decades, 
according to Goranova and Ryan (2013). At the same time the balance of share ownership 
has shifted heavily to the institutional investors. Shareholders may turn to activism when 
they think management is not maximising a company’s potential. (PwC, 2018). Goranova 
and Ryan (2013) provide a multidisciplinary review on shareholder activism that has two 
streams; the financial activism that deviates from concerns of shareholder value or 
governance, and the social activism that regards social issues. The relationship between 
these two streams, whether they are complementary, controversial, or something else, has 
been debated. The financial activism was driven by the rise of institutional ownership, 
public pension funds in the frontline and later accompanied by others, such as labour 
union funds and mutual funds. These activists focused mainly on governance-based 
financial activism. Traditionally shareholders’ three available choices are loyalty (hold), 
exit (trade), and voice (activism). Shareholders’ voting right allows them to take sides 
supporting or opposing the management. In addition to voting, shareholders can file 
shareholder resolutions and engage in institutional shareholder activism. Activism tactics 
range from public to private options, such as publicised letters, media campaigns, private 
negotiations, and on-going dialogues. (Ibid.) 
 
Shareholder activism can affect firms’ financial performance as well as firms’ political, 
environmental, or corporate social performance (ibid.). Activism’s impact on corporate 
social performance interacts positively with long-term ownership, that is characteristic 
for institutional investors (Neubaum & Zahra, 2006). Regarding, for instance, carbon 
disclosure, firms are more likely to participate in the CDP if they are targeted by 
environmental shareholder resolutions (Reid & Toffel, 2009). Shareholder resolutions 
may also have spillover effects on other firms in a targeted industry (ibid). Shareholder 





3 Finnish pension investors and responsible investment network 
 
Pension fund’s primary task is to provide pension income security for its members. In 
Finland, pension assets were worth over 200 billion euros at the end of the third quarter 
of 2018. In this chapter I will introduce the five biggest pension investors in Finland, but 





The Finnish pension system is earnings-related, and it has a decentralised administration. 
Therefore, there are many different types of pension providers. In the private sector 
earnings-related pensions are provided by pension insurance companies, company 
pension funds and industry-wide pension funds, of which the employer can choose where 
the employees’ pension provision is arranged. In the public sector, earnings-related 
pensions are provided by Keva. Seafarers, farmers, the Government of Åland, the 
employees of Finnish Orthodox Church and the personnel of the Bank of Finland have 
their own pension providers. (TELA, n.a., c).  
 
There are currently five pension insurance companies in Finland, and the acts applied to 
them are the Act on Pension Insurance Companies and the Insurance Companies Act. The 
pension insurances are handled under the Employees’ Pensions Act and the Self-
Employed Persons’ Pensions Act. (ETK, 2018c). Due to the partially funded system the 
private sector has also regulations on solvency that describes the pension provider’s 
capacity to bear risk (TELA, n.a., d).  
 
Keva, Finland’s largest pension provider, operates under different legal regulation than 
private pension insurance companies. Its operations are based on the Public Sector 
Pensions Act and the Keva Act. It is supervised by the Ministry of Finance, the Financial 
Supervisory Authority and the National Audit Office of Finland (ETK, 2018b). The State 
Pension Fund of Finland (VER) invests pension assets to finance future pensions for the 
State employees, but since 2011, Keva has been responsible for its pension provision. 
(TELA, n.a., c; VER 2018a). The operations of VER are overseen by the Finnish Ministry 





as well as the Act of Financing the State Pension Scheme are also essential for VER. 
(VER, 2018a).  
 
Persons insured by private pension insurance companies form the majority (69 %) of all 
persons insured under the earnings-related pensions acts (ETK, 2018c).  At the end of 
2016, pension insurance companies insured 1.8 million persons, while Keva insured 
520 000 persons in the municipal sector, 145 000 State employees, and 18 000 Church 
employees (ETK, 2018b). 
 
Private-sector employers and self-employers can choose from which private pension 
provider they take out their earnings-related pension insurance. Competition actualises 
by policyholder’s transfer from one company to another, which can be done four times a 
year. For instance, in July 2018, over 4000 pension insurances were transferred, of which 
the total volume of transfers under the Employees’ Pension Act amounted over 94 million 
euros (TELA, 2018b). The competition aims to enhance the efficiency of implementation, 
improve services and increase the returns on investments. However, the primary task of 
pension providers is to secure statutory pensions, which has to be taken into consideration 
while competing. One competitive factor how private pension insurance companies can 
attract new policyholders, are the provided well-being services. (TELA, n.a., b). 
 
This thesis will focus on the five biggest Finnish pension investors. Three of them are 
private pension insurance companies, Ilmarinen, Varma and Elo, and they are all mutual 




3.2 Five biggest pension investors in Finland 
 
Etera Mutual Pension Insurance Company merged into Ilmarinen Mutual Pension 
Insurance Company on 1 January 2018 making Ilmarinen the largest pension insurance 
company in Finland. Ilmarinen has more than 600 000 insured persons, and they handle 
the payment of pensions to 450 000 persons. At the end of September 2018, the market 





its investments have yielded an average real return of 4,2 %. The market value of 
Ilmarinen’s listed equities and shares was 16,57 billion, making 35,3 % of total 
investments. Ilmarinen’s solvency capital at the end of September stood at 10 billion 
euros, with a solvency ratio of 127,0 %. (Ilmarinen, 2018b). 
 
Varma Mutual Pension Insurance Company is the second largest pension insurance 
company in Finland with 555 000 insured persons and 343 000 pensioners at the end of 
September 2018. At the same time the market value of Varma’s investments was 46,9 
billion euros. Varma’s investments have yielded an average real return of 4,0 % in the 
long term. At the end of September 2018, the market value of Varma’s listed equities was 
15,7 billion euros, making 33 % of total investments. Varma’s solvency capital equalled 
11,6 billion euros with a solvency ratio of 132,8 %. (Varma, 2018b). 
 
Elo Mutual Pension Insurance Company was established in 2014 through a merger of 
LocalTapiola Pension and Pension Fennia. It is in charge of nearly 503 000 pension 
insurances and nearly 237 000 pensioners, and at the end of September 2018, the market 
value of Elo’s investments was 23,7 billion euros making it the third largest pension 
insurance company in Finland. The average 10-year real return on investments was 4,7%. 
The solvency capital was 4,5 billion euros with a solvency ratio of 123,6 %. The market 
value of listed equity investment was 7,16 billion euros, 30,3 % of total investments. (Elo, 
2018c). 
 
Keva is the largest pension provider in Finland and it takes care of the pensions of local 
government, State, Evangelical Lutheran Church and Kela (an independent social security 
institution supervised by the Finnish Parliament) employees. At the end of September 
2018, the market value of Keva’s investments was 52.6 billion euros while the non-
capital-weighted average real return on investments on long-term was 5.4 %. The 
weighted average real return for the same time period was 4,2 %. Listed equities and 
equity funds accounted for 37.9 % of the total investments. (Keva, 2018b). 
 
VER was established in 1990 to balance state pension expenditure. It invests pension 
funds that Keva then provides. At the end of September 2018, the value of VER’s 
portfolio was 19.7 billion euros with a long-term average real return on investments of 





equity investments, was 9,7 billion euros, 49,2 % of total investments, at the end of 
September 2018. (VER, 2018b). 
 
 
3.3 Responsible investment network  
 
Climate change and carbon asset risk put pressure on responsible and sustainable but 
profitable investing and questions have arisen how to manage them. Multiple 
organisations provide solutions that point to the same direction yet still differ in scope, 
methods and policies. These organisations provide discussion, information and tools, and 
connect different actors to work together. The examined pension investors are also 
committed to many initiatives by the following organisations, and that is opened more in 
detail in the section 5.6 regarding active ownership.  
 
CDP, formerly the Carbon Disclosure Project, is a not-for-profit organisation that runs a 
global disclosure system for investors and other stakeholders to manage their 
environmental impacts. CDP works to prevent dangerous climate change and 
environmental damage and its network represents over $100 trillion. Companies, cities 
and regions disclose their data on their environmental performance, which CDP then 
transforms into analysis on critical environmental risks, opportunities and impacts. 
Investors among other stakeholders can then use this data in their investment decisions. 
Ilmarinen, Varma and Elo are CDP investor signatories and Keva is a CDP investor 
member (CDP, 2019). 
 
UN Principles for Responsible Investment (UN PRI) is an independent investor 
initiative in partnership with UNEP Finance Initiative and UN Global Compact. The PRI 
has over 1800 signatories from over 50 countries and they represent $70 trillion. The PRI 
works to achieve a sustainable global financial system through its six principles that 
include, for example, incorporating ESG issues into investment analysis and promoting 
active ownership. All the examined pension investors are PRI signatories. 
 
Montréal Carbon Pledge, launched by the PRI in 2014, commits its signatories to 





The Pledge had over 120 signatories with over $10 trillion in assets under management, 
and by the end of 2017, the number of signatories was over 140. Ilmarinen, Varma and 
Elo are Montréal Carbon Pledge signatories. 
 
In 2015, all member states of the UN adopted the 17 Sustainable Development Goals 
(SDGs) and 169 individual targets that replaced the previous eight Millennium 
Development Goals (MDGs). The SDGs have been told to “represent the globally agreed 
world’s most pressing environmental, social and economic issues” and as such they 
“serve as a list of the material ESG factors that should be considered as part of an 
investor’s fiduciary duty” (PRI, 2017). The SDGs are supposed to be achieved by 2030 
and investors’ have been called to do their part, both for the greater good of the society 
and revenue. 
 
In 2015, The Financial Stability Board (FSB) established The Task Force on Climate-
related Financial Disclosures (TCFD) to “develop a set of voluntary, consistent 
disclosure recommendations for use by companies in providing information to investors 
–" (FSB, 2018). The TCFD published its recommendations in June 2017, and they are 
structured around four themes: governance, strategy, risk management, and metrics and 
targets. The PRI encourages all investors to implement the TCFD recommendations, and 
it has aligned its Reporting Framework for PRI signatories with the recommendations as 
well. In September 2018, the TCFD announced that over 500 companies support the 
recommendations, with market capitalisations over $7.9 trillion, and including financial 
companies responsible for assets of nearly $100 trillion. 
 
Greenhouse Gas Protocol that builds on partnership between WRI and the World 
Business Council for Sustainable Development (WBCSD), provides greenhouse gas 
accounting standards for companies, countries and cities. With GHG Protocol standards 
and guidance companies can measure, manage and report greenhouse gas emissions from 
their operations and value chains. Its tools help companies to develop inventories of their 
GHG emissions and countries to keep track on their climate progress. One of the TCFD 
recommendations is that the GHG emissions should be calculated in line with the GHG 
Protocol methodology to allow for aggregation and comparability across organisations 
and jurisdictions (TCFD, 2017). The Protocol has a special Portfolio Carbon Initiative for 





and lending activities. The Initiative is a partnership between 2 Degrees Investing 
Initiative (2DII) and UNEP-FI and one of its work stream productions, asset owner’s 
climate friendliness, lists climate-friendly investor activities and metrics, including 
guides to carbon footprinting and ESG-scoring. (GHG Protocol, 2018). 
 
There are also country specific organisations that build networks among actors. Finland’s 
Sustainable Investment Forum (Finsif) is a member-based organisation that promotes 
responsible investment in Finland. Investors represent 39 % of all the members of Finsif, 
making it the second largest group after asset managers. Finsif delivers responsible 
investment guides, market studies and university studies. Finsif is part of Nordic 
Sustainable Investment forum (Nordic SIF) collaboration. The five biggest Finnish 
pension investors are all Finsif members. 
 
IIGCC, the Institutional Investors Group on Climate Change, is also a forum for investors 
to collaborate on climate change. Its mission is to mobilise capital for the low carbon 
future by amplifying the investor voice and collaborating with business, policymakers 
and investors. Its two strategic objectives include changing market signals and informing 
investment practices. IIGCC has, for instance, led the planning to develop and deliver one 
of the four key sessions at COP 23 in Bonn in 2017, where it highlighted how investors 
are working with companies and governments to help deliver the Paris Agreement and 
accelerate the low-carbon transition (IIGCC, 2017). Elo and Keva are IIGCC members. 
 
Other organisation initiatives are, for instance, the Portfolio Decarbonization Coalition 
(PDC) that was cofounded in 2014 by UNEP FI and CDP among others, and Climate 
Action 100+, coordinated by AIGCC, Ceres, IGCC, IIGCC and PRI. Carbon footprinting 
services and tools for understanding portfolio exposures are provided by many 
organisations as well, for example Bloomberg, Ceres, MSCI ESG Research, Robeco, 










4 Research method 
 
 
4.1 Approach and data 
 
This thesis is based on a qualitative research that adopts an exploratory multiple case 
study approach. I will study whether, and how, the five biggest pension funds by assets 
under management in Finland address climate change and have begun shifting their 
investments from fossil fuel-based companies to companies advancing the use of 
renewables or cleaner technology, or to companies that are in other ways significantly 
less carbon intensive. In the research I will use qualitative data gathered from the pension 
investors’ sustainability and corporate social responsibility reports, climate agendas, and 
other releases regarding responsible investing, as well as information gained from face-
to-face interviews with the pension investors’ responsible investment representatives. The 
main purpose is to provide a broad understanding on how the pension investors accelerate 
the low-carbon transition and on the ways climate change is addressed in the sector rather 
than rank individual pension investors. 
 
The five organisations were selected for this research based on geographical location, 
earlier studies, rankings, data availability and size of assets under management. Also, the 
selected organisations present both private and public actors, which creates an additional 
dimension to this study.  
 
A literature overview was conducted to form a perception of the topic and to choose 
relevant variables. Based on the variables, a series of open questions were formed (see 
Appendix I) and they aim to provide an answer to the research question. The open 
questions cover themes from pension investors’ investment’s climate risk assessment, 
carbon footprint, ownership and climate strategy. Due to allowed flexibility in 
sustainability and social responsibility reporting, the extent of reporting between the 
selected pension investors varies. To fill the gaps, semi-structured interviews based on 
the open questions were carried out for the companies’ representatives to gather more 








An invitation to an interview was sent to each responsible investment representative, or 
equivalent, of the five pension investors. Four recorded face-to-face interviews were 
carried out in October 2018. The interviewees had time to prepare for the interview as the 
questions were sent a minimum of one month in advance. In one case the interviewee had 
not seen the questions before the interview, due to a change of interviewee within the 
organisation. Some answers were then given after the interview via email 
correspondence. The questions and interviews were provided and held in Finnish. 
 
The interviews lasted on average one hour and 15 minutes, varying between 25 minutes 
and two hours. The duration depended largely on the level of disclosure each pension 
investor was ready to release.  
 
After the interviews, summarised transcriptions of the audios were conducted, and key 
points translated into English and aggregated into tables (see tables 1-10). The tables 
present the interview questions in a simple format and each pension investor’s 
summarised answers to the specific questions. The tables were also filled with additional 
data from pension funds’ own reporting. In one case a pension investor was unable to take 
part in the interview, thus only secondary data was used to fill the table for its part and to 
conduct the analysis. 
 
To guarantee the right to privacy, any answers provided by the responsible investment 
representatives, or equivalents, are cited by the institutions they represent. 
 
 
4.3 Interview questions 
 
Each of the examined pension investors’ sustainability or CSR reports, climate agendas, 
and other releases regarding responsible investing were reviewed to find patterns and 
differences regarding what was reported on, which metrics were applied, and what kind 
of targets had been set. Based on the review, some gaps were detected, and the interview 
questions (see Appendix I) were formed to fulfil the gaps. I will next go through the 






The first five questions concern the climate risk assessment of investments. This theme 
highlights the risk management perspective, that is explained in the frame of reference. 
As mentioned before, the non-physical risks associated with fossil fuel usage, carbon 
asset risks, include expectations of possibly increasing costs due to new climate change 
related legislation, decreasing revenue and a need for reforming current business models. 
As many of the examined pension investors claimed to carry out a climate risk 
assessment, but provided little details about the process itself, the purpose of the following 




Regarding the risk assessment, the pension investors were also asked, whether they follow 
third party ESG ratings in their assessments and which factors specifically influence the 
result of the assessment.  
 
Some of the private pension investors had reported on excluding single companies from 
their portfolios due to their carbon intensiveness, which raised a question if that is a 




Based on the reviewed reports of the Finnish pension investors and also in comparison to 
Norwegian pension fund’s responsible investment report, an assumption was made that a 
30 % benchmark is a generally used definition for a carbon intensive investment. In the 
interviews it was asked how the pension investors would define too carbon intensive 
investments, and would they consider the 30 % benchmark as the limit. As the 30 % 
benchmark is related solely to coal, it was also asked what kind of principles they have 
regarding investments in oil and gas sectors. To examine the strictness of the limit, 
Question 1: What kind of a climate risk assessment do you carry out before investing 
in a new company?






questions were also asked regarding situations when exceptions from the general limits 
could be made, and whether the pension investors value more the status quo or the future 
climate potential of their investees. 
 
The next two questions were formed to get an understanding of the extent of the 
movement in shifting investments from fossil fuel-based companies to companies 
advancing the use of renewables or clean technology, or to companies that are in other 






The purpose of these two questions was to get quantitative data regarding the worth of 
excluded carbon intensive and included renewable energy holdings, as well as 
information about other factors that might have affected on the decisions to invest or 
divest. Despite the fact that all of the examined pension investors publicly disclose their 
holdings in listed companies in their financial statements, in the interviews they did not 
disclose the names of specific companies in this particular context. This is further 
discussed in section 5.2.  
 
As one of the private pension investors had disclosed its share of renewable energy and 
coal of the electricity production of investee power companies, the other pension investors 




Question 3: Which companies have been excluded from your portfolio due to their 
carbon intensiveness? 
Question 4: Which companies have been included into your portfolio due to their 
investments in renewables/other actions to mitigate climate change? 
Question 5: Investments on energy: Share of renewable energy and coal of the 





The intention was to find whether different pension investors had similar shares or plans 
to drive them in certain position as a response to accelerate the low-carbon transition. 
 
The next four questions concern investments’ carbon footprint. The private pension 
investors publicly report their carbon footprint of their listed equity investment portfolios, 
but the public pension investors do not. To fulfil this gap, the public pension investors 




As the private pension investors had also reported that they have set targets for their 




As carbon neutrality has been on the discussion recently, as previously mentioned in the 
frame of reference, pension investors’ opinions about reaching a carbon neutral portfolio 
were asked as well. Regarding this, as some of the private pension investors had reported 
on offsetting parts of their carbon footprint, it was also asked from all of the examined 




A few examples were provided, such as forests as offsets and other offsets, for instance, 
emission reductions and emissions trading through different voluntary programmes and 
standards. It was also asked whether they have an offset target. 
 
Question 6: Listed equity investment portfolio’s carbon footprint in relation to net 
sales? (tCO2e/MEUR)
Question 7: What is your listed equity investment portfolio’s target carbon footprint?





The private pension investors often highlight in their sustainability reports and related 
news that the carbon footprints of their listed equity investment portfolios are lower than 
the ones of their benchmark indices. Yet it is rarely mentioned, to which benchmark 




The next question is related to active ownership. Active ownership means the owner’s 
active engagement in its investees’ business and the aim is to combine both returns and 
societal impacts. Pension companies as institutional investors and large asset owners are 
considered to have plenty of influence opportunities, as discussed in the frame of 




The aim of this question was to gain information about climate-related actions, as they 
were not discussed in the pension investors’ sustainability reports as extensively, yet 
active ownership in general was discussed. Also, out of interest to the impacts of active 
ownership, pension investors were asked about the concrete outcomes that had followed. 
 
The last part of the question set considers the climate strategy of the pension investors. 
Climate strategy is usually a part of investor’s responsible investment strategy, and it 
includes set targets for investment operations to mitigate and adapt to climate change. 
When preparing the interview questions, it was wondered, whether there is a reason why 
private pension investors report and disclose information regarding their responsible 
investment operations in a broader scope than the public pension investors. One 
explanation was supposed to be related to the competitive advantage perspective and 
therefore the following question was asked from the private pension investors:  
 
Question 9: Which carbon footprint benchmark do you use?
Question 10: Which climate-related active ownership actions have you implemented?







The private pension investors were provided with a list of different factors (e.g. amount 
of customer bonus, quality of customer service, securing pension assets etc.) that were 
assumed to affect the competitive advantage of the private pension investors, and they 
were asked to rank the factors in order. One of the factors was mitigation of climate 
change, and the aim of the question was to investigate how different private pension 
investors would rank the mitigation of climate change in relation to the other factors 
regarding competitive advantage. However, a decision was made to leave this question 
out from the final analysis due to slight irrelevance to the research question and 
inadequate number of responses. 
 




Again, the pension investors were provided with a list of different factors such as 
calculating and reducing carbon footprint, exclusion of coal-based investments, and 
active ownership among others, and the pension investors were to choose five most 
important ones and mark them in order by number. The purpose of this question was to 
identify whether the different pension investors have a similar mindset regarding the best 
practices in climate change mitigation through investments. In the following chapter I 
will proceed to analyse the responses to these presented questions. 
  
Question 11: How would you evaluate the importance of the following factors to your 
business from the competitive advantage perspective? 






5 Qualitative analysis 
 
 
This analysis is based on qualitative data gathered from the pension investors’ 
sustainability and corporate social responsibility reports, climate agendas, and other 
releases regarding responsible investing, as well as information gained from face-to-face 
interviews with the pension investors’ responsible investment representatives. The 
analysis will follow the interview questions and provide each pension investor’s stand on 
each question based on the available information. These have been summarised in tables 
1-10. This analysis allows us to have an outlook on different pension investors’ means 
and practices, as well as on strategies and principles, regarding the low-carbon transition 
and climate change. This does not, however, rank the pension investors by any means. 
Nevertheless, it will uncover shifts in trends and reveal the points where uncertainties lie.  
 
 
5.1 Climate risk assessment 
 
The risks and opportunities of climate change affect investors through their investees. To 
be able to continue executing their primary purpose, committing capital with the 
expectation of financial returns, some investors have begun including climate risk 
assessments into their portfolios’ risk management. The purpose of climate risk 
assessment is to help investors to anticipate risks created by the climate change and also 
to find new investment opportunities.  
 
All the five examined pension investors in Finland carry out a climate risk assessment 
(see Table 1). However, in the interviews the pension investors highlighted, that the 
climate risk assessment is integrated into the investment processes and is not a separate 
process. In practice, portfolio managers have access to multiple tools and external 
analyses. For instance, organisations such as Bloomberg, CDP and MSCI provide data 
and sustainability ratings, through which portfolio managers can then assess the carbon 







Table 1. Climate risk assessment 
 
Ilmarinen Pension assets are invested equally in a profitable, secure and sustainable 
manner. Portfolio managers have multiple tools and external analysis in use 
(e.g. Bloomberg, CDP, Trucost, MSCI) to assess sustainability. Portfolio 
managers need to acknowledge the risks at corporate level, in case of a low 
sustainability rating, investment decision needs to be examined more closely. 
External service provider reviews and reports norm violations. 
Varma Portfolio managers have the data and tools for ESG analysis (e.g. MSCI, 
CDP, Bloomberg). Carbon footprint development is used as an indicator 
within the industry. Climate risk assessment is an integrated part of 
investment decision, not separate. Reporting and orderliness are also 
considered. External service provider examines standard violations, reactions 
to them are decided separately for each company. 
Elo Considers the carbon footprint, the fossil fuels in the balance sheet, and the 
company operations’ dependence on fossil fuels, changes in the company’s 
operations and the company’s goals with respect to climate risk1. 
Responsibility is integrated into the investment processes, assessment is 
based on information published by the companies and on the ESG database 
of an international service provider2. Uses a process to monitor breaches of 
standards, using an external international service provider3. 
Keva Calculates carbon footprint. Portfolio managers have access to information and 
tools (e.g. Bloomberg, MSCI, Factset). Qualitative features are assessed 
company-specifically, analysis is on portfolio manager’s responsibility. 
Strategy creates boundary conditions. Have a process to monitor breaches of 
standards, usually no climate related breaches emerge. 
VER Portfolio managers have access to tools for ESG analysis (e.g. Bloomberg, ISS 
Ethix). Follow carbon emissions and their decrease in certain time period. 
Follow environmental violations according to norm-based screening. ESG data 
is followed annually, violations monthly. Companies examined case by case. 
 










Bloomberg is a global information and technology company that provides data to decision 
makers. Bloomberg’s products are used by all interviewed pension investors. For 
instance, Bloomberg collects, verifies and updates ESG data from published company 
disclosures. The ESG data is integrated with all of Bloomberg’s analytics and is displayed 
alongside financial data. This tool allows its users to evaluate ESG performance over 
time, compare performance to company peers, perform security screening and back-
testing, identify ESG factors in a company’s supply chain and perform portfolio-level 
ESG performance analysis on an absolute basis or relative to a benchmark. (Bloomberg, 
n.a.) 
 
CDP, formerly the Carbon Disclosure Project, is a not-for-profit organisation that runs a 
global disclosure system for investors to manage their environmental impacts. Companies 
disclose their data on their environmental performance, which CDP then transforms into 
analysis on critical environmental risks, opportunities and impacts. Investors among other 
stakeholders can then use this data in their investment decisions.  
 
MSCI is an independent provider of research-driven insights and tools for institutional 
investors, and it has multiple solutions for ESG integration. For instance, ESG Research 
provides research, ratings and analysis of ESG related business practices of companies. 
The research is designed to help institutional investors identify risks and opportunities, as 
well as implement their responsible investment objectives. In addition, it offers low 
carbon tools and solutions to help institutional investors better understand portfolio 
exposure to carbon asset risk and implement fossil fuel exclusion, low carbon or thematic 
investment strategies. (MSCI, n.a.) 
 
The responsibility of investment decisions is generally on portfolio managers, however, 
in some cases, as in low sustainability ratings or in specific industries, investment 
decisions need to be examined more closely (Ilmarinen & Varma interviews), and by, for 
instance, the head of responsibility or senior analyst (Ilmarinen interview). As discussed 
in the interview with Keva, strategies create the boundary conditions in which portfolio 
managers then operate.  
 
Carbon footprint works as one indicator of carbon risk, yet it is not an absolute indicator. 





section 5.5 more thoroughly. In addition to carbon footprint, Elo, for instance, highlights 
in its reports and announcements that it considers the fossil fuels in the investee 
company’s balance sheet, dependency on fossil fuels and the changes in the investee 
company’s operations and its goals concerning climate risk (Elo, 2017b; Elo, n.a.). 
Similarly, the other pension investors also emphasise the importance of orderliness, 
meaning that an investee company should have a clear plan regarding how it aims to adapt 
to or mitigate climate change and report about its carbon performance.  
 
Pension investors also monitor breaches of standards and environmental violations by 
norm-based screening. However, climate related violations or breaches barely emerge. 
More often environmental violations concern issues such as waste, particulate matter or 
excessive polluting (Ilmarinen, Keva & Varma interviews). 
 
 
5.2 Exclusion of carbon intensive companies 
 
Some pension investors have so called black lists and grey lists, that include companies 
to which equity investments are either completely banned, or companies to which equity 
investment decisions always need a more thorough assessment due to climate reasons, or 
carbon intensiveness in particular. The Norwegian pension fund, the Government Pension 
Fund Global (GPFG), was behind the largest fossil fuel divestment, when in 2015 the 
Norwegian parliament voted to ban the GPFG from investing in companies that derive 30 
% or more of their revenues from coal or base 30 % or more of their operations on coal 
(The Guardian, 2015; Norwegian Ministry of Finance, 2016). Since the coal criterion, the 
GPFG has divested at least from one company (Norges Bank Investment Management 
(NBIM), 2016; NBIM, 2017), however, in 2015 it had already divested from 16 
companies within the GHG Emissions category, under the theme of coal-fired power 
generation (NBIM, 2015). Globally, 15 % of pension funds have developed a coal 
exclusion policy, according to AODP (2018b). 
 
Finnish pension investors views on such coal exclusion vary (see Table 2). In 2015, 
Varma excluded from its direct equity investments such electricity companies that 
generated more than 30 % of their electricity with coal (Varma, 2017). Varma also states 





direct listed investments it doesn’t invest in companies for which the manufacture or sales 
of coal for energy production accounts for 30 % of their turnover, unless the company 
has a credible plan for discontinuing the use of coal (Ilmarinen, 2017b). Elo, as far as is 
known, has not committed to a 30 % coal exclusion.  
 
Table 2. Exclusion of carbon intensive companies 
 
Ilmarinen 30 % limit for coal. Can allow a company to exceed the limit but requires a 
credible plan for discontinuing the use of coal. Follows the execution of the 
plan at least annually. No limit for oil and gas sectors. Gas is present in power 
companies’ energy sources to a slightly higher degree than in the two-degree 
scenario4. Does not name publicly either excluded companies or black list. 
Naming could undermine cooperation and engagement possibilities. 
Varma 30 % limit for coal, company needs to have a plan to meet the target within 10 
years. Does not invest in coal mining operations. Future revenues are 
discounted to the present moment thus future has more value than status quo. 
Reckless pollution or destruction of soil may also lead to exclusion. Grey list. 
Have a negligible number of direct oil stock holdings, lower than the 
benchmark index. 
Elo No mention of coal exclusion. No coal mining companies in public equity 
portfolio (WWF, 2017a).  
Keva No limit of 30 % for coal. If carbon capture was to develop, it would change 
the attitude. Future potential is more important, as well as where have been 
invested: a coal plant may invest in renewables. Importance of diversification. 
Oil and gas are more difficult sectors than energy production. Underweight in 
coal production. Stranded assets are problematic. Naming of individual 
exclusions is difficult due to outsourcing. 
VER No limit at the moment. Company’s future prospects better represent its risk 
management, therefore is not excluded to invest in a company that is about to 
change its activities. Investees analysed company-specifically. Climate reasons 
do not automatically lead to exclusion of companies, unlike in case of ethical 
reasons. Portfolio contained no investments in coal mining (WWF, 2017a). 
                                                          






Keva and VER do not have a limit for coal exclusion. In the interview, VER pointed out, 
that climate reasons do not automatically lead to exclusion, unlike in case of ethical 
screening, which considers certain issues related to revenue coming from arms, alcohol, 
tobacco, gambling and adult entertainment. Also, stated in the interview, company’s 
future prospects better represent the company’s risk management, therefore, it is not 
excluded to invest in a company that does not yet meet the ESG requirements but is about 
to change its activities to meet them. All other interviewees had similar views on 
companies’ future potential. For instance, both Ilmarinen and Varma, who have the coal 
exclusion limit, may make exceptions and allow a company to exceed the limit, but only 
if the company in question has a credible plan for discontinuing the use of coal. The 
execution of the plans is also monitored. 
 
The interview with Keva led to a conversation about the controversies regarding coal 
plants and the transition to renewable energy. In some cases, one company could be on 
both sides as it might have operations and revenue from coal, but it could also invest 
heavily in renewable energy. Also, carbon capture and storage (CCS) was discussed. CCS 
is a technology that can capture up to 90 % of the CO2 emissions from large point 
emission sources, but the overall cost of using current CCS procedures is still high 
(Leung, et al., 2014). If CCS was to be widely deployed, it could change the perceptions 
regarding coal exclusion.  
 
World Wide Fund for Nature (WWF) published a report in June 2017 on European asset 
owners’ public equity portfolios’ 2°C alignment and misalignment. The report was 
conducted in partnership with 2°C Investing Initiative that performed free and open-
source 2°C benchmark and alignment assessments, applying a tool developed as a part of 
Horizon 2020-funded Sustainable Energy Investing Metrics (SEIM) project, based on 
third-party data. Finnish pension investors performed well in the assessment that 
investigated investors’ investments in renewable energy and coal within energy 
production and mining. According to the report, Varma, Elo and VER had no coal mining 
in their public equity portfolios. Ilmarinen and Keva, despite of having coal mining, were 
still aligned with the IEA 2°C benchmark for 2020. All of the examined Finnish pension 
investors were also aligned with the benchmark regarding both coal and renewable power 
in public equity portfolios. In fact, Finland’s five biggest pension investors were aligned 





Keva that was still aligned above the median regarding coal power, but below or equal to 
the median regarding coal mining and renewable power.  
 
In the first WWF (2017a) assessment, there were 13 asset owners that were misaligned 
with the IEA 2°C benchmark for at least one assessed category, while Finnish investors 
performed very well in the assessment. In the interview with Varma, the carbon exclusion 
limit of 30 % was discussed, and it was implied that the limit could be even stricter to 
have an actual impact. This could imply that at least in Finland, the standards are high. 
The AODP results support this claim as well, as in 2017 Finland ranked 4th by funds’ 
average score regarding climate risk progressiveness (AODP, 2017). 
 
The WWF assessment did not include results, for instance, for the oil and gas sectors, and 
the IEA 2°C benchmark doesn’t fully equate to the Paris Agreement alignment as it is not 
a well below 2°C or a 1.5°C benchmark. WWF’s updated report was released in 
December 2018, where an IEA 1.7°C benchmark was applied, but its results have not 
been investigated or analysed in this thesis. As came out in the interviews, oil and gas 
sectors are slightly more complex than coal, and the Finnish pension investors do not 
have any specific limits, like the coal exclusion, for their shares in their portfolios. In its 
Sustainability Report 2017, Ilmarinen states that gas is present in their power companies’ 
energy sources to a slightly higher degree than in the 2°C scenario, but their equity 
portfolio includes less coal, oil and natural gas production than the 2°C target would 
require. Varma also states in its Annual and CSR Report 2017, that it has a negligible 
number of direct oil stock holdings.  
 
Unlike the Norwegian pension fund GPFG, none of the Finnish pension investors are 
willing to disclose the companies they have divested from. Reason for this was discussed 
in the interview with Ilmarinen. It was pointed out that naming black list companies could 
undermine possibilities for cooperation and engagement, that relate to active ownership 
(see section 5.6 for more information about active ownership, as well as exclusion and 
exit). In general, however, the pension investors’ holdings are public. The private pension 
insurance companies and Keva disclose their holdings in listed companies in their 
financial statements on their websites, and VER’s financial statement materials including 
their holdings in listed companies from 2015 onwards can be found from the decision 





5.3 Investments in renewables and other actions to mitigate climate change 
 
As in the naming of coal excluded companies, the pension investors also refused to name 
any specific companies that would have been included into their portfolios for the sake 
of renewable energy or other actions that mitigate climate change. However, apart from 
VER that doesn’t disclose information regarding the issue, the other pension investors 
have varied methods and targets regarding the increase of such investments (see Table 3). 
 
Table 3. Investments in renewable and other actions to mitigate climate change 
 
Ilmarinen A goal to double the share of sustainable development solutions to 12 %. 
Actively seek investees whose business relates to renewable energy, clean 
water or improving energy efficiency. 
Varma Climate-change-themed portfolio built in 2016. 400 million euros in 2017. Do 
not make individual holdings public. 
Elo In 2017, a total of 34 % of the companies included in Elo’s direct equity and 
corporate bond investment portfolio delivered sustainable development 
solutions with a positive impact on the environment or society. Goal for 2025 
to increase the share to > 50 %.5  Will increase investments in renewable 
energy, forest and companies whose products and services provide solutions 
to sustainable development challenges.6 
Keva Sustainable-development-themed portfolio is in the making. A lot of growth in 
the renewable sector  assessing the situation  proceeding vigorously. 
VER Data not publicly available. 
 
Ilmarinen, for example, has included in its Climate Policy Road Map for 2016-2020 for 
its direct listed equity investments to double the share of sustainable solution investments 
in relation to net sales. In its Sustainability 2017 report Ilmarinen also argues that it 
actively seeks investees whose business relates to, for example, to renewable energy, 
clean water or improving resource efficiency. Regarding this Ilmarinen states in the same 







report that “companies that come up with solutions to global challenges as part of their 
business can enjoy faster growth than the markets and can thus also be good investments”. 
 
 
Varma has built a climate-change-themed portfolio in 2016 and its value was 400 million 
euros in 2017. The sustainable equity portfolio invests in companies that benefit from 
climate change mitigation and it includes companies that have clear targets concerning 
climate change or which do not incur major costs from adapting to climate change. The 
creator of the sustainability portfolio, Varma’s Portfolio Manager Hanna Kaskela argues 
that “a company that takes good care of its commitments, employees and supply chain 





Elo also has a target regarding sustainable solutions, as its target is that 50 % of the 
companies included in its direct equity and corporate bond investment portfolio deliver 
sustainable development solutions with a positive impact on the environment and the 
society by 2050. Elo states that it will increase its investments in renewable energy, forest 
and companies whose products and services provide solutions to sustainable challenges. 
(Elo, 2017a).  
 
Keva is also making a sustainable-development-themed portfolio. Based on the 
discussions in the interviews, views on themed portfolios vary between the Finnish 
pension investors. By principle climate risk assessment is usually integrated into the 
investment processes and is not a separate process. Therefore, some have questioned the 
need for specific themed portfolios, as all of the investments should be assessed according 
“A company that takes good care of its commitments, employees 
and supply chain will succeed better in the long term than one 
that neglects its responsibilities”. Varma, 2017b.
“Companies that come up with solutions to global challenges as 
part of their business can enjoy faster growth than the markets 





to the climate criteria. As discussed with Ilmarinen, it would be greenwashing to promote 
a climate portfolio that represents 1 % of the investments, while the other 99 % would be 
invested according to different principles. However, Varma argued in the interview, that 
in the future there should be no need for a themed portfolio as the portfolios should be 
such by default. Also, Varma highlights that the responsible investment process is 
integrated into the management of all investment portfolios, not just the sustainability 
portfolio (Varma, 2017b). Keva is also continuously stepping up the integration of the 
ESG perspectives, according to its own reporting (Keva, 2017a).  
 
 
5.4 Investments in energy 
 
As discovered from the WWF assessment (2017a), Varma, Elo and VER had no coal 
mining in their public equity portfolios, and Ilmarinen and Keva were also aligned with 
the IEA 2°C benchmark for 2020. Regarding the power sector, it is interesting to follow 
the change of shares between investments in coal and renewable power (see Table 4). 
 
Ilmarinen reports (2017) that its share of coal of electricity production in direct equity 
investments has decreased from 24,1 % at the end of the year 2016 to 7,9 % at the end of 
the year 2017. However, in March 2016 the share had been 11,0 %. The share of 
renewable energy of electricity production in direct equity investments in March 2016 
was 21,5 %, which increased to 28,2 % by the end of the year but decreased to 24,4 % by 
the end of 2017. This examined time period, a rather short one, doesn’t yet allow any 
speculation on the direction of the distribution. However, in its Climate Policy Road Map 
2016-2020, Ilmarinen has set a target to achieve an increase in the share of renewable 
energy from the starting point of 21,5 %.  
 
In the interview with Varma, it was pointed out that investments in energy production is 
a decreasing trend. The share of coal of electricity production in direct equity investments 
has been around 11-12 % annually, and the share of renewable energy of electricity 
production in direct equity investments has increased from 13 % to 30 %, approximately. 






Table 4. Investments on energy: share of renewable energy and coal of the electricity production of 
investee companies 
 
Ilmarinen Share of renewable energy of electricity production (direct equity) 
2016: 21,5 %  28,2 % 
2017: 24,4 % 
Aim to increase. 
 
Share of coal (direct equity) 
2016: 11 %  24,1 % 
2017: 7,9 % 
Varma Some inadequacy in data. Investments in energy production are a decreasing 
trend. Share of coal 11-12 % annually, share of renewable energy risen from 
13 %  30 %. 
Elo Portfolio aligned with the IEA 2°C benchmark, above the median (WWF, 
2017a). 
Keva Underweight in coal. Percentage calculated for renewables and it is increasing, 
not public information. Direction of the share of coal is still open, e.g. 
opportunities related to CCS. 
VER Portfolio aligned with the IEA 2°C benchmark, above the median (WWF, 
2017a). 
 
In the interview with Keva, Keva states that it has an underweight in coal investments, 
however, the share of coal of electricity production is still open, in reference to CCS 
possibilities as discussed earlier. Keva has calculated the percentage of the share of 
renewable energy of electricity production in direct equity investments, and it is 
increasing, yet it is not public information. VER doesn’t disclose information regarding 
either energy source, but it was mentioned in the interview that its portfolio is aligned and 
above the median with the IEA 2°C benchmark, according to the WWF assessment 







5.5 Carbon footprint 
 
Investments’ carbon footprint measures investees’ annual greenhouse gas emissions, and 
it is a common component when assessing investment’s climate risk. All the private 
mutual pension insurance companies, Ilmarinen, Varma and Elo, have calculated and 
published their carbon footprints annually since 2015, and they show a decreasing trend 
(see Table 5). Keva also follows the absolute carbon emissions, carbon intensity and 
weighted carbon intensity, but does not release them publicly. However, it is pointed out 
in the interview that reporting develops. VER has measured the carbon footprint of its 
direct equity investments since 2015 but currently reports only to its Board and for 
internal use.  
 
Table 5. Listed equity investment portfolio’s carbon footprint (tCO2e/MEUR net sales) 
 
Ilmarinen 2015: 484,6 (scope 1,2,3) 
2016: 358,4 (1,2,3)  
2016: 212,4 (1,2) 
2017: 215 (1,2) 
Varma 2015: 237  
2016: 186  
2017: 173  
 
Elo 2016: 240* 
2017: 230* 
*MUSD 
Keva Follows absolute carbon emissions, carbon intensity and weighted carbon 
intensity. Not public, reporting develops. 
VER Has measured the carbon footprint of its direct equity investments since 2015. 
Reported only to the Board and for internal use. 
 
Most of the pension investors have set targets to reduce their carbon footprint (see Table 





According to Ilmarinen’s calculations made in spring 2016, the equity portfolio’s carbon 
footprint had decreased by 27 %. These calculations included scopes 1, 2 and 3. However 
in 2017 it only included scopes 1 and 2 in its calculations to improve the comparability 
of the results with those of other investors. (Ilmarinen, 2017). In 2015 Varma has also set 
a reduction target for 2020, but it included a numerical target of 25 % reduction. This 
Varma achieved in 2017, as its equity portfolio’s carbon footprint had decreased by 27 
%. Keva has also a target to reduce its carbon footprint by 2022. VER aims to decrease 
the carbon footprint of its investments as well. 
 
Table 6. Target carbon footprint of listed equity investment portfolio and carbon neutrality 
 
Ilmarinen 2020: Decreases. Carbon neutrality is target set by the state. 
Varma 2020: 25 % reduction target, achieved in 2017. Before setting a new target, 
decrease annually. TCFD has a better meter: weighted average carbon 
intensity. On long-term carbon neutrality of direct equity investments is 
possible. 
Elo Due to changes in allocations in the portfolio, the year-on-year comparison 
does not provide a sufficient picture of the development of carbon intensity. In 
the long term, it would be important to monitor the trend to be sure that it is 
moving in the right direction. 
Keva 2022: Aim to reduce carbon footprint. Carbon footprint is easy to reduce, but 
more important is to influence entities invested in. If societies are carbon 
neutral, then a diversified investor is too. Driving a portfolio to a specific 
position would prevent diversification. 
VER VER is aware of the importance of slowing down climate change and the 
need to measure, report and reduce carbon footprints.7 Aims to decrease 
carbon footprint. Asks for a uniform methodology to guarantee 
comparability. Carbon neutral portfolio is possible if it is market-based. 
 
Investors seem to agree that there are problems related to carbon footprint as a metric. In 
its Sustainability 2017 report Ilmarinen argues that the carbon footprint doesn’t reveal the 
whole truth of the investment’s climate impacts, as calculation methods vary and there 






are substantial differences between various sectors. Elo in its Climate Strategy for 
Investments (n.a.) reminds that the calculation of the carbon footprint helps investors to 
better understand and control risks and opportunities, but it is still not a sufficient metric 
on its own for assessing the climate risk. Elo’s Responsible Investing Specialist Kirsi 
Keskitalo says that “other factors must be taken into account such as fossil fuels in the 
balance sheet, the company’s dependency on fossil fuels, changes in its business 
operations and its goals concerning climate change” (Elo, 2017b). Keskitalo continues 
that “due to changes in allocations in the portfolio the year on year comparison does not 
provide a sufficient picture of the development of carbon intensity” and that “in the long 
term, it would be important to monitor the trend to be sure that it is moving in the right 
direction” (ibid.). 
 
In the interview with Varma, TCFD’s weighted average carbon intensity metric was 
discussed. The Task Force, that published its recommendations in June 2017, has also 
acknowledged the challenges and limitations of carbon footprinting metrics and does not 
necessarily consider it as a risk metric at all (TCFD, n.a.). It views the reporting of 
weighted average carbon intensity as a first step of improving information provided to 
investors and expects this kind of disclosure to advance climate risk metrics, however, it 
recognises that some asset managers may not be able to report the metric for all of their 
assets due to restricted data availability and methodological issues (ibid). Elo has reported 
on its weighted average carbon intensity for 2016 and 2017 (Elo, 2017b; Elo, 2018a). 
 
The carbon footprints of the Finnish pension investors are also not perfectly comparable 
with each other, due to differences in calculation methods. Also, there are some 
terminological differences that can cause confusion, for example regarding terms of 
carbon intensity and carbon footprint. Nonetheless, the Finnish pension investors report 
about direct listed equity portfolios’ carbon intensity to some extent varyingly and from 
multiple perspectives. For instance, reported numbers are the portfolios’ absolute 
emissions, and carbon intensity and footprint themselves and they in relation to net sales, 
benchmarks, and invested capital.  
 
VER is aware of the importance of slowing down climate change and the need to measure, 
report and reduce carbon footprints, it states in its Financial Statement 2017 (Finnish 





methodology to guarantee comparability. Regarding comparability, TCFD recommends 
that the GHG emissions should be calculated in line with the GHG Protocol methodology 
to allow for aggregation and comparability across organisations and jurisdictions (TCFD, 
2017).  Keva, on the other hand claims in the interview that carbon footprint of a portfolio 
is quite easy to reduce by selling the carbon intensive equities, but more important would 
be to influence the entities invested in (see section 5.6).  
 
As mentioned regarding reporting, for comparability the carbon footprint is often 
compared with a benchmark (see Table 7). However, the information regarding the 
specific benchmark is usually not public information. Ilmarinen stated in its Sustainability 
2017 report that at the beginning of 2017 it introduced ESG benchmark indices based on 
ratings created by MSCI, and that it compares part of the investment returns internally 
against the benchmark. However, Ilmarinen compares the equity portfolio’s emissions 
with an aggregate benchmark which corresponds to the combination of parent indices 
corresponding to the benchmarks used by Ilmarinen, and the aggregate benchmark does 
not take the sustainability indices into account in the comparison (Ilmarinen, 2017). In 
Ilmarinen’s Sustainability Report 2016, it was stated that the aggregated benchmark 
corresponded to the geographical distribution of its investments. In 2017, Ilmarinen 
reported that its carbon intensity in relation to net sales was 16.9 % below the benchmark. 
 
Table 7. Carbon footprint benchmark 
 
Ilmarinen Portfolio compared to ESG index, MSCI. Emissions compared with an 
aggregate benchmark (combination of parent indices). 
Varma Global share index. Relatively static index, has been used for a long time. 
Elo MSCI World Index (2015). 
Keva Different indices based on geographical distribution of investments.   
VER Benchmark used in internal reporting. 
 
In 2017, Varma reported that its equity investments carbon footprint was 39 % lower than 
the benchmark index (Varma, 2017). Varma’s carbon footprint benchmark is not public, 





and Varma has been using the same benchmark for a long time. Elo reported that its 
carbon intensity of the equity investments was 15 % below the benchmark index in 2017 
(Elo, 2018a). Regarding the first carbon footprint calculations in 2015, Elo reported to 
compare the carbon intensity of its direct equity portfolio with the MSCI World Index 
that measures the equity markets of the world’s developed countries (Elo, 2015). Since 
the 2015 calculations, Elo has not named the benchmark indices. For carbon footprint 
comparisons, Keva uses different indices based on geographical distribution of 
investments, also not publicly naming the indices. VER uses a carbon footprint 
benchmark for internal reporting.  
 
None of the pension investors would also actively aim for carbon neutral portfolios (see 
Table 6, p.38). Keva argues in the interview that driving a portfolio to a specific position 
would prevent diversification. Ilmarinen explained in the interview that carbon neutrality 
is a target set by the state, and that investors need to acknowledge that political decision-
making points the direction, however, investors cannot be too in front, in case the 
politicians change their minds. Ilmarinen claimed that the portfolio cannot be changed to 
look like a 2030 portfolio today, as the financial risks would be too big. However, all the 
pension investors agreed that if societies and markets were carbon neutral it would be 
possible to have carbon neutral direct equity investment portfolios as well. Some 
suggested this would be possible on long run. 
 
Regarding carbon neutrality, carbon offsets can be made as a supplementary way to 
reduce GHG emissions by compensating emissions elsewhere (e.g. Global Carbon 
Project, 2008; Commonwealth of Australia, 2017). From the five Finnish pension 
investors Ilmarinen and Elo count their forest investments and their carbon sink impact, 
and these investors’ aim as part of profitable investment operations is to increase the 
forest investments (See Table 8). According to Elo’s Responsibility 2017 report, the 
carbon sink, or the positive impact from the annual growth of the forests owned by Elo, 
compensated for about 14 % of the carbon footprint of all its equity investments in 2017 
(Elo, 2018a). The carbon sink was estimated to be 175 000 tCO2e, and to have increased 







Table 8. Compensation of carbon footprint (offsets) 
 
Ilmarinen As part of profitable investment operations, goal is to increase forest 
investments and simultaneously increase the positive impact of investments 
on the climate.8 Carbon sink: 
2017: 466 323 tCO2* 
2015: 453 821 tCO2* 
Carbon sink is not an investment, it is a bonus. 
Varma No offsets. Question about serving the purpose of pension companies. 
Elo Forest investments. Carbon sink from annual growth: 
2017: 175 000 tCO2  
(~ 14 % of equity investments’ carbon footprint).9 
2016: 117 000 tCO2   
(~ 10 %).10 
Carbon sink totalled 4 400 000 tCO2 in 2017.11 
Keva From pension insurer’s point of view, matter should be discussed with 
beneficiaries. Forest investments and their carbon sink have not been 
calculated. 
VER No offsets. 
 
Ilmarinen reports its positive net impact of carbon sequestered by forest growth to be 
466 323 CO2 tonnes in 2017, showing nearly 3 % of growth from 2015. As Elo has 
calculated the percentage of its forest investments in relation to equity investments’ 
carbon footprint, the same could be calculated for Ilmarinen’s performance. Ilmarinen’s 
Sustainability 2017 report states that Ilmarinen’s carbon sink impact is 466 323 tCO2 and 
its direct listed equity portfolio’s absolute emissions are 1 164 757 tCO2e. To speculate a 
little, following Elo’s assumed calculation method12  Ilmarinen’s carbon sink impact 
would compensate approximately 40 % of Ilmarinen’s carbon footprint. However, 
comparing the carbon sink impact to the absolute emissions of 2016 which included scope 











3 emissions as well, the compensation would be approximately 19 %. These numbers 
between Ilmarinen and Elo are still hardly comparable, due to likely differences in 
calculation methodologies. 
 
In Ilmarinen’s interview, it was pointed out that carbon sink is not an investment per se, 
but rather a bonus. Similarly, the other Finnish pension investors that do not have offsets 
refer to the primary purpose of pension companies and providers. As pension investors, 
the assets they have under management are not theirs specifically but the beneficiaries’ 
that pay pension contributions. Keva implied in the interview that this matter should be 




5.6 Active ownership 
 
Active ownership means “active engagement by universal owners on ESG issues”, where 
universal owners are referred to as major institutional investors that have “diversified and 
ultra-long-term holdings with substantial ownerships”. The aim is to combine both returns 
and societal impacts. (Dimson et al., 2015)  
 
Regarding climate change mitigation, Finnish pension investors have used their 
ownership actively in multiple ways (see Table 9). The five pension investors’ 
representatives or partners communicate and interact with the investee companies’ 
representatives of the management and they discuss ESG issues regularly. This doesn’t 
limit to Finnish companies only but reaches to companies abroad as well. The dialogue is 
usually the primary method to execute active ownership.  
 
The second method is engagement. Multiple initiatives by organisations introduced 
previously (see 3.3) wing the pension investors’ active ownership actions. For instance, 
Ilmarinen, Varma and Elo are CDP investor signatories, and have access to CDP data, 
updates regarding disclosure, and regional insights. Keva is a CDP investor member and 
has access to additional information and analyses as well. Ilmarinen reports that it 
supports the CDP reporting framework for reporting on impacts on the climate, waters 





reporting (Ilmarinen, 2017). In the interview Ilmarinen says that as a concrete outcome, 
companies are no longer surprised when they are asked to disclose through CDP. Elo also 
reports that it influences companies internationally through CDP’s Climate change, Water 
and Forest programmes (Elo, 2018b). In the interview, Keva mentioned that Keva 
together with CDP encourages the biggest polluters to disclose their emissions. 
 
Table 9. Climate-related active ownership actions and concrete outcomes 
 
Ilmarinen Promote CDP reporting, no longer a surprise for companies. Participation in 
cooperation initiatives (e.g. Nordic Engagement Cooperation, Climate Action 
100+, Finnish Climate Leadership Coalition, Climate Partners). 
Varma Promoting TCFD framework, especially within relevant industries to gain 
systematic reporting and disclosure. Encouraging to orderliness and 
transparency through meetings and discussions. Highlighted in Finnish 
companies. Participation in cooperation initiatives (e.g. Climate Action 
100+). Reporting increased. 
Elo Encourages companies to report their climate impacts, reduce their climate 
risks, find business opportunities in climate change mitigation, and to influence 
fund managers to take climate perspectives into consideration in their 
investments.13 Participation in workgroups and cooperation initiatives (e.g. 
IIGCC & Climate Action 100+, influences banks). 
Keva Together with CDP encourage the biggest emitters to greater transparency. 
Meetings with companies. Encouraging to both reducing emissions and 
reporting emissions.  Participation in cooperation initiatives (e.g. IIGCC & 
letter to governments of the G7 and G20 nations in 2017). 
VER Annual ESG survey to asset managers. Participation to Finnish companies’ 
AGMs. ESG discussions in meetings with investees. Reporting from asset 
managers increased. 
 
Ilmarinen together with three other institutional investors from Sweden, Norway and 
Denmark engage with companies on ESG issues through the Nordic Engagement 







Cooperation (NEC). They share a belief that dialogue is the most efficient tool to achieve 
change and they engage with companies in collaboration with their service provider GES 
(NEC, 2017). The engagement process is based on a systematic screening of companies 
regarding their compliance with international conventions and guidelines within the 
framework of the UN Global Compact, and NEC engages with companies that have been 
involved in incidents with severe consequences for the environment or humans (ibid.). In 
the recent report, there are no climate-specific engagement processes, however, there are 
environmental engagement processes that link to climate issues to some extent, for 
instance, within textile industry. 
 
TCFD framework is also promoted among investee companies, says Varma. Varma 
encourages companies to transparency and reporting especially in emissions-intensive 
industries, as well as to come up with a plan for the next decades on how to, for example, 
decrease dependency on fossil fuels. As a concrete outcome of climate-related active 
ownership actions, Varma states that reporting has increased. The PRI (Principles for 
Responsible Investment) encourages all investors to implement the TCFD’s 
recommendations as well, and it has also aligned its Reporting Framework for PRI 
signatories with the recommendations. All the five pension investors examined in this 
thesis are PRI signatories.  
 
Elo reports that it publicly supported the disclosure recommendations of the TCFD before 
the One Planet Summit in Paris (Elo, 2017). Ilmarinen also says in correspondence after 
the interview, that Ilmarinen has a positive view towards TCFD, while acknowledging its 
opportunities and challenges. Keva participated in a letter from global investors to 
governments of the G7 and G20 nations that called on global leaders to continue to 
support and implement the Paris Agreement, drive investment into the low carbon 
transition, and implement climate-related financial reporting frameworks, including 
supporting the TCFD recommendations (Keva, 2017b; UNEP FI, 2017). 
 
In 2017 Elo was also involved in influencing international banks with over 100 other 
investors to acknowledge climate change-related risks and opportunities and to develop 
disclosures (Elo, 2017). According to Elo, it was the first Finnish investor to join the 
Institutional Investor Group on Climate Change (IIGCC), that is a collaborative forum of 





climate change-related risks and possibilities. Elo states that the membership allows it to 
take part in influencing processes and that the cooperation can significantly increase the 
influencing’s success. (Elo, 2017). Keva has also joined the IIGCC (IIGCC, n.a.). 
 
Ilmarinen, Varma, and Elo have also joined the Climate Action 100+ initiative, that is a 
led by investors to engage systemically important GHG emitters and other companies 
across the world that have significant opportunities to drive the clean energy transition 
and help achieve the Paris Agreement goals. The Climate Action 100+ is coordinated by 
AIGCC, Ceres, IGCC, IIGCC and PRI. 
 
VER states that the fulfilment of responsibility principles is evaluated regularly, for 
instance, the extent to which asset managers observe the ESG factors is assessed 
periodically (VER, 2015). In the interview, VER explains that every year asset managers 
receive an ESG survey that investigates, for example, climate related risks and carbon 
footprints. As a concrete outcome of active ownership actions, VER says that reporting 
from asset managers has increased. Elo also reports that its goal is for each of its external 
fund managers to commit to considering climate change in their investments by 2020 
(Elo, 2017). Keva reports that regarding external equity investments it observes, for 
instance, how the asset managers integrate ESG criteria into their analysis and investment 
decisions, how responsibility is addressed at the corporate meetings, and whether the asset 
managers have signed the PRI (Keva, n.a.). Keva also sends an annual ESG survey to its 
external equity asset managers, and the portfolio managers regularly address 
responsibility issues in their dialogue with the asset managers (ibid.). 
 
In cases when dialogue and engagement have not had an influence, exiting from 
ownership has been seen as the last resort. For example, Elo states in its Principles of 
Responsible Investing, that it may initiate or contribute to the engagement process to 
change the investment’s activities, but if the company fails to rectify its shortcomings, 
Elo may disinvest. Ilmarinen, Varma and Keva have similar exit policies regarding 
companies that continue undesired activities or violations of norms despite of 
engagement. 
 
Keva addresses the issue of exiting the ownership in its responsibility report 2017, by 





with different values. This leads to a question: Is there always a buyer? And further: What 
are the true consequences of exit and exclusion? These questions will not be analysed any 
further in this thesis, but there ought to be discussion on the division between divesting 
and engaging as means to respond to climate change. 
 
 
5.7 Climate strategy 
 
All the mutual pension insurance companies Ilmarinen, Varma and Elo have climate 
strategies, whether they call it as a strategy, road map or policy. Keva and VER do not 
currently have a specific climate strategy, nonetheless, they have integrated ESG issues 
in their investment decision making. In the interview with Keva, Keva said that a climate 
strategy is in the making and that it will come through the TCFD recommendations.  
 
For the interviews, all the interviewees were to rank their most important cornerstones of 
their climate strategies (See Table 10, full list of cornerstones in Appendix I). In a 
provided list they had 10 options from which they were asked to rank the 5 most important 
ones. In cases where there were no climate strategies, the rankings were based on current 
understandings and future estimations of the interviewees. For all of the rankings apply 
the possible limitation regarding respondents’ opinions that they do not necessarily 
represent the opinions of the organisations. 
 
The rankings derived some distribution among the respondents. For instance, Ilmarinen 
and Keva rate the integration of climate risk assessment into investment processes as the 
most important cornerstone. Varma rates the inclusion of Paris Agreement’s 2°C target 
into investment processes as the most important cornerstone, although it would change it 
to the new 1.5°C target, as the interview was held right after the IPCC released its special 
report on Global Warming of 1.5°C. VER rated the carbon footprint calculation and 







Table 10. Most important cornerstones of climate strategy 
 
Ilmarinen 1) Integrating climate risk assessment into investment processes 
2) Complying with international initiatives 
3) Active ownership 
4) Participation to societal discussion 
5) Exclusion of coal-based investments 
Varma 1) Inclusion of Paris Agreement’s 2°C target into investment processes (1.5°C*) 
2) Integrating climate risk assessment into investment processes 
3) Active ownership 
4) Increasing investments into renewable energy and cleaner technology 
5) Participation to societal discussion 
Elo No results. 
Keva No separate climate strategy, in the making through TCFD.  
1) Integrating climate risk assessment into investment processes 
2) Active ownership 
3) Thematic portfolios 
4) Reducing negative impacts of real estate 
5) Increasing investments into renewable energy and cleaner technology 
VER No separate climate strategy. 
1) Calculating and reducing carbon footprint 
2) Complying with international initiatives 
3) Green bond investments 
4) Active ownership 
5) Increasing investments into renewable energy and cleaner technology 
 
Ilmarinen and VER both rate compliance with international initiatives as their second 
important cornerstone, whereas Keva rates active ownership. Active ownership is among 
all respondents top five. Ilmarinen and Varma also rate participation to societal discussion 
among their list of top five. In the interview, Varma points out that most of their 
stakeholders would hope pension insurance companies to take stronger position in climate 
related themes, which relates to a broader trend of stakeholders expecting companies to 






Keva rates thematic portfolios, such as sustainable development portfolios, as its third 
important cornerstone, whereas VER rates third green bond investments. Keva rates the 
reduction of the negative impacts of real estate as its fourth cornerstone. Varma, Keva 
and VER also assess the increasing of investments into renewable energy and cleaner 
technology in their top five cornerstones. Ilmarinen would also include the exclusion of 
coal-based companies in its top 5 cornerstones. 
 
The options that were left out in all of the ratings, were forest investments, ergo carbon 
offsets, reductions of negative environmental impacts from own operations and supply 
chain, as well as supporting the realisation of the UN Sustainable Development targets 
through investment decisions. This doesn’t mean that these would not be important to the 
pension investors, however, they are not among the most important cornerstones of their 
strategies. Also, for example, the UN Sustainable Development targets can realise 
through other activities, such as through thematic portfolios.  
 
In the interviews it was also notable, that opinions about specific options also vary. For 
instance, regarding the thematic portfolios, some pension investors views differ as 
discussed earlier in section 5.3. Also, some investors did not rate the carbon footprint 
calculation and reduction in their top five list, because they understand it to essentially be 
included in integrating the climate risk assessment into investment processes. A common 
comment is that “What gets measured better gets managed better”, as said also in a letter 
from Michael R. Bloomberg when presenting the initial version of the TCFD 
recommendations in December 2016 (TCFD, 2016).  
 
To sum up the key cornerstones, it is worth mentioning that only one cornerstone was 
chosen by all the respondents and that is the one of active ownership. Also, “integrating 
climate risk assessment into investment processes” was chosen and ranked high by three 
respondents. Lastly, “increasing investments into renewable energy and cleaner 





6 Synthesis and discussion 
 
 
The qualitative analysis gives us an outlook on different pension investors’ means and 
practices, as well as on strategies and principles, regarding the low-carbon transition and 
climate change. To uncover the shifts in trends and reveal the points where uncertainties 
lie, it is now time to make the qualitative synthesis and discuss the results. 
 
All of the five biggest pension investors in Finland carry out a climate risk assessment 
that is integrated in the investment process. In practise, portfolio managers have access to 
multiple tools and analyses that allow them to assess the carbon risk of specific equity 
investments. Organisation’s investment strategies create boundary conditions in which 
portfolio managers operate. Carbon footprint is one indicator of carbon risk, that all of 
the examined pension investors assess and aim to reduce, even though reduction targets 
vary from specific percentages and deadlines to modest aims. The targets including a 
specific deadline have been set to 2020 or later, and some of them have already been 
achieved. 
 
The private pension investors have publicly reported on their carbon footprint 
development and calculation methods, whereas the public pension investors do not 
currently disclose their carbon footprints despite being publicly challenged to do so 
(WWF, 2015). All the private pension insurance companies have calculated and 
published their carbon footprints annually since 2015, and they show a decreasing trend. 
Investors seem to agree that there are problems related to carbon footprint as a metric as 
it doesn’t reveal the whole truth of the investment’s climate impacts, as calculation 
methods vary and there are substantial differences between various sectors. TCFD’s 
recommendations are hoped to bring more comparability and consistency to disclosure 
and risk assessment.  
 
Finnish pension investors compare their equity investments’ carbon footprints on 
different benchmarks, and the private pension investors also report that the carbon 





of the pension investors do not disclose to which benchmarks they compare their 
portfolios. 
 
Finnish pension investors views on carbon intensive companies’ exclusion vary. Only 
Ilmarinen and Varma have stated to exclude equity investments according to the 30 % 
limit. Future prospects of companies are valued over current situations, and companies 
are requested to provide credible plans for discontinuing the use of coal. Varma, Elo and 
VER have no coal mining in their public equity portfolios. All of the examined Finnish 
pension investors were aligned with the IEA 2°C benchmark for 2020 regarding both coal 
and renewable power in public equity portfolios. The examined Finnish pension investors 
have not addressed gas and oil holdings with similar kind of definition of policy as 
investments in coal.  
 
The examined pension investors do not disclose the names of the companies they have 
invested in or divested from based on climate criteria. Naming black list companies could 
undermine possibilities for cooperation and engagement, as the companies might feel that 
they are threatened instead of encouraged. Not naming the green list companies on the 
other hand could be associated with the competitive nature of the sector. Nonetheless, the 
pension investors’ holdings in listed companies are publicly available in their financial 
statements. 
 
Regarding the increasing of investments in renewables and other actions that mitigate 
climate change the pension investors have varied methods and targets. Ilmarinen aims to 
achieve an increase in the share of renewable energy, and Varma and Keva’s shares of 
renewable energy of electricity production in direct equity investments have also 
increased. Ilmarinen and Elo have targets to increase investments that create sustainable 
solutions, whereas Varma and Keva have, or are about to, build themed portfolios. 
Themed portfolios raised for discussion as some have questioned the need for specific 
themed portfolios, as all investments should be assessed according to the climate criteria. 
The advocates of themed portfolios still highlight that responsible investment processes 







Carbon neutrality, as discussed in the frame of reference, relates to the low-carbon 
transition. As many companies have put carbon neutrality in their business and 
sustainability strategies, and as some of the pension investors have set targets to reduce 
the carbon footprint of their own portfolios, a question arose how far the reductions can 
reach. None of the interviewed pension investors would actively aim for carbon neutral 
portfolios, as driving a portfolio to a specific position would prevent diversification and 
investors cannot be too in front in transition due to financial risks. However, all the 
interviewed pension investors agreed that if societies and markets were carbon neutral it 
would be possible to have carbon neutral direct equity investment portfolios as well. From 
the five Finnish pension investors Ilmarinen and Elo count their forest investments and 
their carbon sink impact, and their aim as part of profitable investment operations is to 
increase the forest investments. The carbon sink impacts of their investments do not, 
nevertheless, fully offset their carbon footprint. 
 
Regarding climate change mitigation, Finnish pension investors have used their 
ownership actively through multiple ways, organisations and initiatives. This also relates 
to the stakeholder activism theory explained in the frame of reference. The five pension 
investors’ representatives and partners use the voice and communicate and interact with 
the investee companies’ representatives of the management and they discuss ESG issues 
regularly. This doesn’t limit to Finnish companies only but reaches to companies abroad 
as well. Through international organisations Finnish pension investors influence and 
encourage policymakers, investors and companies to consider climate change-related 
risks and possibilities, and to develop disclosures. How asset managers integrate ESG 
criteria into their analysis and investment decisions is also surveyed. As concrete 
outcomes, companies are no longer surprised when they are asked to disclose through 
CDP, and reporting has increased. 
 
The carbon criteria based on the 30 % benchmark is also a form of stakeholder activism, 
as a shareholder can choose to exit the ownership, if the company fails to rectify its 
shortcomings. Even the threat of exit can be a form of shareholder activism (Admati & 
Pfleiderer, 2009).  
 
A slight trend change can be detected between different stakeholder activism forms. 2015 





Varma, as well as Norwegian GPFG, excluded companies from their direct equity 
investments. Even though the carbon criteria are still in use, more emphasis has been put 
to the voice, highlighting the importance that investors communicate and interact with 
their investee companies to improve their ESG performance.  
 
An interesting topic to study further would be the actual impacts of stakeholder activism. 
As discussed earlier, excluding certain companies from portfolios means selling the 
specific equities to someone with different values, and the true impact of that form of 
activism can be debated. Whereas as shareowners, especially as definitive stakeholders 
that have power, legitimacy and urgency at the same time, an investor can still insist the 
company to pay attention to its claims.  
 
All the examined pension insurance companies have climate strategies, whether they call 
it as a strategy, road map or policy. Keva and VER do not currently have a specific climate 
strategy, nonetheless, they have integrated ESG issues in their investment decision 
making. Keva’s climate strategy is in the making and that it will come through the TCFD 
recommendations. 
 
The most important cornerstones of the interviewed pension investors’ climate strategies 
derived some distribution among the respondents. Only one cornerstone was chosen 
among each of the respondents’ top 5 list by all the respondents and that is the active 
ownership, yet it was no-one’s most important cornerstone. “Integrating climate risk 
assessment into investment processes” was chosen and ranked high by three respondents, 
and “increasing investments into renewable energy and cleaner technology” was also 
chosen to top 5 lists by three respondents. Opinions about specific options vary between 
respondents regarding, for instance, thematic portfolios as discussed earlier.  
 
Climate change creates both risks and opportunities, and the examined pension investors 
have shown that they address them both, some more than others. As all the examined 
pension investors have integrated climate risk assessment into their investment processes, 
many of them argue that it makes sense to avoid risks like stranded assets. Many of them 
have also invested in the opportunities and have adopted targets to intentionally create 






As mentioned before, including both private and public pension investors to the sample 
of this study creates an additional dimension. The most significant difference between the 
two is the amount of reporting and disclosure, yet this difference seems to be decreasing. 
For example, the private sector investors have disclosed their carbon footprints since 
2015, while the public pension investors claim to measure it but report it internally only. 
 
From the private sector investors Ilmarinen has conducted a sustainability report since 
2015, Varma has included a CSR report in its annual report since 2016, and Elo has 
included a responsibility report in its annual report in 2017. Nonetheless, all of them have 
addressed climate change in their general reporting more or less since 2015. Keva 
released its principles for responsible investment and its responsibility report in 2017. 
VER mentions the acknowledgment of climate change in its 2016 and 2017 financial 
statements, but most of the information requested for example in the interview is 
classified. In the interview with VER it was mentioned that there will be some structural 
changes in the organisation regarding sustainability and responsibility.  
 
Explanations for the differences regarding reporting and disclosure could be, for instance, 
different kind regulation and the competitive nature of the private sector. Also, it was 
mentioned in the interview with Keva, that the resources in the public sector are somewhat 
lesser.  
 
The are still uncertainties regarding best practices in addressing climate change in the 
pension sector. Most of these relate to the special characteristics of pension investors as 
institutional investors as explained in the frame of reference, but some of them relate to 
different opinions about different actions’ true impacts. The field is still a developing one 
and best practises are often debated. In this debate it could be useful to think what are the 
issues that are tried to be solved. As the global investor community has been asked to 
accelerate the move towards a low-carbon economy and climate-resilient future, it needs 
to be considered which are the best practices to achieve this task while making sure that 
the pension assets are invested in a profitable and secure manner. 
 
This thesis covers the five biggest pension investors by assets under management in 
Finland. Due to simplicity, this study is limited to direct listed equity investments only, 





investments are excluded. The examined time span in this thesis is from 2015 to 2017, as 
the divestment movement begun in the early 2010s and relevant data is available from 
2015 onwards.  
 
Despite of broad searching for comprehensive and relevant data from multiple sources, 
some singular pieces of information may have been unnoticed. For example, regarding 
each pension investor’s stand on the interview questions, there may have been opinions 
or actions that one pension investor has performed but they have been unintentionally 
missed in this thesis.  One limitation regarding the interviews is also that not all of the 
opinions of the interviewees necessarily represent the opinions of the organisations.  
 
Due to time constraints, one of the examined pension investors was not able to take part 
in the interview, which decreases the scope of data. However, there are plenty of public 
information regarding the issues that would have been discussed in the interview, and it 
is likely that some of the answers would have been in line with the answers of the other 
interviewees. In this case it remains unknown would have there been some differing 














This thesis studies whether, and how, the five biggest pension funds by assets under 
management in Finland address climate change and have begun shifting their direct listed 
equity investments from fossil fuel-based companies to companies advancing the use of 
renewables or clean technology, or to companies that are in other ways significantly less 
carbon intensive. This thesis is based on qualitative research that adopts an exploratory 
multiple case study approach. The main purpose is to provide a broad understanding on 
how the pension investors accelerate the low-carbon transition and on the ways climate 
change is addressed in the sector rather than rank individual pension investors. 
 
Responsibility for pensions over decades, the size of assets, and long-term investments 
make a pension investor a special kind of institutional investor. In Finland, pension assets 
partly enable the country’s high credit ratings, and their partial funding is naturally 
important for the earnings-related pension system that may face challenges concerning 
the weakening dependency ratio. Hence the pension sector is strictly regulated.  
 
Climate change poses an external risk to investments, and low-carbon transition is 
recognised as a means to reduce climate-related financial risk and maximise low-carbon 
investment opportunities. Pension investors in Finland have also acknowledged the 
importance of slowing down climate change and the need to measure, report and reduce 
carbon footprints. All the examined pension investors in this thesis carry out a climate 
risk assessment that is integrated in the investment process and calculate the carbon 
footprint of their direct listed equity investments. This answers to the first part of the 
research question whether the pension investors address climate change and have begun 
shifting their investments, and the answer is that yes, they do and have. From there on 
differences occur on how and to what extent they do that.  
 
Climate change is a current topic and the need to limit the global warming to 1.5°C 
requires rapid, far-reaching and unprecedented changes in all aspects of society. 
Institutional investors have been challenged to work towards the goal, and evidence of 





accepted it. This field is yet a developing field and best practises are still debated. 
Comparability and consistency are demanded for more comprehensive disclosure and 
better risk assessment. TCFD has become to be seen as the trailblazer in guidance.  
 
Above all, climate change is addressed through both risk management and responsibility 
perspectives, and it is practiced through shareholders’ three traditional choices that are 
loyalty, exit and voice. Whereas only some of the investors have policies regarding 
exclusion of carbon intensive companies, all of the interviewed investors highlighted the 
importance of active ownership, the voice. New organisations and initiatives emerge 
continuously in the field of responsible investing, and through them institutional investors 
can increase their possibilities to influence and mitigate climate change. Increasing 
investments into renewable energy and cleaner technology is also one of the most 
important cornerstones of the pension investors’ climate strategies. 
 
This thesis adds value to the discussion of best practices to address climate change from 
the pension investor perspective. It goes beyond strategies and targets and uncovers shifts 
in trends and reveals the points where uncertainties lie. Despite its limitations, the results 
can be applied in the general discussion of best practices, however, there is still a need 
for further research about the methods and their effectiveness. Particularly, there is a need 
to study further the actual impacts of shareholder activism in regards of mitigating climate 
change. Also, as reporting and disclosure improve, there could be more possibilities for 
quantitative research regarding pension investors shifting their investments from fossil 
fuel-based companies to companies advancing the use of renewables or clean technology, 
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Questionnaire for interviewees (translated): 
Climate Risk Assessment of Investments: 
 
Climate risks caused by the use of fossil fuels can affect investments’ returns in the future 
through, for instance, changes in legislation and prerequisites for business operations as 
well as due to increasing costs. The purpose of climate risk assessment is to help investors 
to anticipate risks created by the climate change and also to find new investment 
opportunities. For its part, investments’ transition to lower-carbon options can help 
tackling climate change. 
 
1. What kind of a climate risk assessment do you carry out before investing in a 
new company?  
- Do you follow third party ESG ratings in your assessments?  
- Which factors influence in the result of the assessment?  
 
2. Will you exclude single companies from your portfolio due to their carbon 
intensiveness?  
- How do you define too carbon intensive investment?  
o Do you consider the 30 % benchmark (over 30 % of production/net 
sales derived from coal) as the limit?  
o Another definition? 
- What kind of principles do you have regarding investments in oil and gas 
sectors? 
- In what kind of situations and on what grounds may you except from the 
general limits you have set? 
- Do you apply production’s adjustment periods in your investment decisions 
(e.g. under new corporate acquisitions)? How do you follow the execution of 
needed adjustment actions (e.g. decreasing use of coal)?  
- Do you generally value more the status quo or the future climate potential of 






3. Which companies have been excluded from your portfolio due to their carbon 
intensiveness? (Since 2015) 
- How much were these holdings worth? 
- Percentages of ownerships? 
- Which other factors affected on the decisions to exclude the companies in 
question?  
 
4. Which companies have been included into your portfolio due to their 
investments in renewables/other actions to mitigate climate change? (Since 
2015) 
- How much were these holdings worth? 
- Percentages of ownerships? 
- Which other factors affected on the decisions?  
 
5. Investments on energy: Share of renewable energy and coal of the electricity 
production of investee power companies.  




Investments’ carbon footprint measures investees’ annual greenhouse gas emissions, and 
it is an integral component when assessing investment’s climate risk. Investments’ carbon 
footprint can be compared to a benchmark, that aims to represent the development in the 
market and industry, where the fund invests. 
 
6. Listed equity investment portfolio’s carbon footprint in relation to net sales? 
(tCO2e/MEUR) 






7. What is your listed equity investment portfolio’s target carbon footprint?  
- Alternatively, e.g. a reduction target measured in per cents by 2020 or 2025  
- How would you define portfolio’s carbon neutrality? Is the ISO 14021 
definition of carbon neutrality equivalent to yours?14  
 
“Carbon neutral” refers to a product (as a product system) that has a “carbon 
footprint” of zero or a product with a “carbon footprint” that has been offset. It 
requires that all the GHG emissions from all stages of the product life cycle, and 
within the specified product system, have been reduced, removed or accounted for 
through a system of offsets or credits, or by other means. Determination of “carbon 
neutrality” is based on, first, the calculation of a carbon footprint (defined in the 
standard), then the deduction of offsets equivalent to the emissions of the carbon 
footprint. Alternatively, carbon neutrality can be achieved by a product whose 
“carbon footprint” is zero. (Alhola et al., 2015)15 
 
 
- When do you believe you could achieve portfolio’s carbon neutrality?  
 
8. How do you offset your carbon footprint? 
- Forests as offsets (ha, carbon sequestration impact tCO2) 
o Are the forests owned by your organisation or by your investees’? 
o Are these forest reserves protected? 
- Other offsets 
o E.g. emission reductions and emissions trading through different 
voluntary programmes and standards 
- What is your offset target? 
 
9. Which carbon footprint benchmark do you use? 
- Why have you chosen that particular benchmark? 
 
  
                                                          
14 The respondents were shown a Finnish translation of the ISO 14021 by SYKE: http://www.syke.fi/fi-
FI/Tutkimus__kehittaminen/Tutkimus_ja_kehittamishankkeet/Hankkeet/Hiilineutraalisuus/Hiilineutraalisuuden_pelisaannot(33690) 
(25.04.2018) 
15 Alhola, K.; Judl, J., Norris, G.A. & Seppälä, J. (2015). Carbon Game is On! Companies on the move to be carbon neutral. Final 







Active ownership means the owner’s active engagement in its investees’ business. The 
aim is to combine both returns and societal impacts. Pension companies as institutional 
investors and large asset owners have plenty of influence opportunities. 
 
10. Which climate-related active ownership actions have you implemented? 
What kind of concrete outcomes have followed? 
Climate Strategy: 
 
Climate strategy is usually a part of investor’s responsible investment strategy, and it 
includes set targets for investment operations to mitigate and adapt to climate change. 
Responsible investing is a part of corporate social responsibility (CSR), a corporate’s 
responsibility of its operations’ social impacts. 
 
11. How would you evaluate the importance of the following factors to your 
business from the competitive advantage perspective? Rank in order (1 = the 
most important). (Private pension insurance companies).16 
 Amount of customer bonus 
 Amount of money for wellness at work  
 Efficiency of operations 
 Mitigation of climate change 
 Open communication 
 Quality of customer service 
 Responsible investing 
 Securing pension assets 
 Transparency of operations 
 Other, specify? 
                                                          





12. What are the most important cornerstones of your possible climate strategy? 
Choose five most important and mark them in order by number (1 = the most 
important). 
 
 Calculating and reducing carbon footprint 
 Complying with international initiatives (CDP, Montréal Pledge, UNPRI 
etc.) 
 Exclusion of coal-based investments 
 Forest investments 
 Green bond investments 
 Inclusion of Paris Agreement’s 2 degree target into investment processes 
 Increasing investments into renewable energy and cleaner technology 
 Influencing in investee companies (active ownership)   
 Integrating climate risk assessment into investment processes 
 Participation to societal discussion  
 Reducing negative environmental impacts from own operations 
 Reducing negative environmental impacts from supply chain 
 Reducing negative environmental impacts of real estate 
 Supporting the realisation of the UN Sustainable Development targets 
through investment decisions 
 Thematic portfolios (Climate / Sustainable Development) 
 Other, specify? 
 
 
